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Will You Send Us a List of Friends Who 
Would Profit by Our Service? 


OU no doubt have many friends who would be greatly benefited by read- 
ing The Financial World regularly. However, you do not find it con- 
venient in many cases to talk to all these individuals so we have ar- 


ranged to make it easy for you to let your friends become acquainted with our 
growing investment weekly. 





We give below spaces for writing the names and addresses of five of your 


friends who in your opinion would be interested in our complete investment 
service. 


Upon receipt of this list, we will send a free acquaintance copy to your friends 


and will also write a letter explaining that the free sample has been send at your 
suggestion. 


We are sure that hundreds of our subscribers will be glad to take advantage 
of this opportunity in the realization that by so doing they not only favor their 
friends but also show their appreciation of the many benefits received and in 
addition make it possible to further enlarge and improve our service. 


Kindly Send Us The List Below Soon 


THE FINANCIAL WORLD, 
53 Park Place, New York, N. Y. 
Gentlemen: 


I take pleasure in writing below the names and addresses of some of my friends to 


whom I would like to have you send a free acquaintance copy of The Financial World 
without obligation of any kind. 


In writing to them explaining your service, you may 
mention my name. 


Cordially yours, 


Subscriber’s Name 


Address 
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The Financial World was established to diffuse the truth about investments, has con- 
stantly maintained this attitude, and will continue to do so, confident in its belief that 
as long as" jt clings to _this i ideal | it can count "pon the _Sepport_ = the _investing |_Dublic. 
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The Trend of Things 


Continued record freight car loadings and bank clearings combined with 
a turn for the better in the basic steel industry have increased confidence 


in the outlook for trade during the coming months. Production of goods 
appears to be well balanced against consumption; 





The credit situation continues excellent and it would not be surprising if 
before long some of the Federal Reserve banks reduced their rediscount 
rates to the 334% level of the New York bank. The outlook for lower 


interest rates and higher prices for investment securities continues favor- 
ably defined ; 


Abroad the French franc is being accompanied in its downward flight by 
the Belgian franc and the lire. Stabilization of French finance is essential 


to all these countries and may eventually be accomplished by a practical 
dictatorship ; 


Our security markets continue to give a good account of themselves as con- 
fidence in the future of business grows further. New security offerings 
are quickly absorbed and seasoned bond issues are advancing. The stock 
market is more mixed with large gains confined to relatively few issues. 


EVELOPMENTS during the week ance of the year. Our best indicators of 
ID were generally of a favorable na- the current state of business, car loadings 


ture. The most important prob- and bank clearings, rather completely show 
ably was the good rate of new construc- that consumption and distribution of goods 
tion that now seems assured for the bal- is being well maintained. A distinct turn 


for the better has taken place in the basic 
steel industry and railroad gross and net 
earnings continue to expand as compared 


with a year ago. The merger situation 
again is in the spotlight. 
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@ The Business Prospect 


“a 


NONTINUED record car loadings and 
high bank clearings indicate that bus- 
iness is being maintained at a high level 
for this season of the year. Broadly speak- 
ing production appears to be well balanced 
against consumption and given a prospect 
for a continued high rate of consumption 
there is nothing in the present picture to 
cause other than satisfaction. Labor con- 
tinues well employed at wages representing 
a high purchasing power and the promise 
of the crops is also better. All present 
signs indicate that volume of business dur- 
ing the coming months will be relatively as 
good as that of the past six months, which 
compared favorably with any period in the 
history of the country. 


* * * 
@ The Credit Situation 
* * > 


ARKED ease continues to feature 
M the money market and great strength 
the investment market. With our invest- 
ment wealth steadily expanding and with 
a prospect for lower commodity prices 
over a period of time the long-range out- 
look for lower interest rates continues 
favorably defined. The position of the 
Federal Reserve banks is interesting and 
judging by ratios it would not be surpris- 
ing if the Boston bank would be the next 
to reduce its rediscount rate to the 3% 
per cent level, which now obtains only in 
New York. Such a reduction would doubt- 
less be regarded as further evidence of the 
ease in the state of credit. 


* * * 
@ Foreign Affairs 
* * * 


HE French franc continues to reach 
1% new low levels and is accompanied by 
the Belgian franc and the Italian lire; the 
decline in the two latter appears to be on 
the theory that these countries, because of 
their close- relations with France, will 
eventually stabilize their currencies on the 
same basis as France; in France no clear 
solution has yet made its appearance. 
Whether a dictatorship similar to that of 
Italy will be necessary before politics can 
be divorced from sound finance still re- 
mains to be seen. Continue to advise 
against speculation in these depreciating 


currencies. ; 
J 4 


* x * 
@ New Construction 
> * oa 


ETAILED figures on the course of 

new construction during June have 
been made available by the F. W. Dodge 
Corp. Contracts actually let declined very 
slightly ; the decline from June, 1925, was 
2 per cent and the decline from May, 1926, 
was 1 per cent. This good showing in 
total was largely due to a sharp increase 
in the Pittsburgh district, where the im- 
provement in the steel industry has made 
itself felt in new work. What is perhaps 
of at least equal significance is that new 
construction work contemplated (but not 
yet contracted for) showed a gain of 16 
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per cent over June a year ago. New con- 
struction started in the states east of the 
Rocky Mountains in the first half of 1926 
(which includes about 91 per cent of the 
country’s total) was $3,113,000,000 com- 
pared with $2,749,000,000 in the same pe- 
riod last year, a gain of 13 per cent. These 
figures are impressive, showing as they 
do the importance of new construction to 
general prosperity and the prospect that a 
high rate of new construction is practically 
assured for the balance of 1926, 


* * * 
€| Commodity Prices 
e ££ * 


 alatags declining slowly and _ steadily 

for a number of months great firm- 
ness has been noted in commodity prices 
recently. As has been pointed out in THE 
FINANCIAL Wor _p the expectation is that 
the decline in commodity prices will be a 
very gradual and insidious one; there is 
no prospect for any sharp genera! decline 
because the reason for such a decline is 
absent; that reason, of course, is an in- 
flated inventory situation brought on by 
producing substantially in excess of cur- 
rent consumption. With an industrial pro- 
ductive capacity in excess of normal needs, 
w.th productive efficiency constantly in- 
creasing, with competition keen and with 
prices still relatively high the longer range 
future continues to hold the probability of 
deciining commodity prices. 

* * * 


@ Textile Outlook 
* * * 


NNOUNCEMENT by American 

Woolen of a 10 per cent cut in prices 
for men’s goods for the spring and sum- 
mer of 1927 has been made possible by 
lower wool prices and operating economie:. 
It is a distinct effort to increase volume 
by .reducing price. The co'ton textile :1- 
dustry is in pretty much the same position, 
and, of course, lower cotton prices will 
eventually result in better profit margins. 
However, the whole textile situation, es- 
pecially in New England, still has a con- 
sderable distance to go before reaching a 
basis of even moderate prosperity. There 
are signs though that the bottom has about 
been reached. 


*x* * * 
<| The Railroads 
x * x 


S was predicted the May net earnings 
of the railroads showed an excellent 
While gross increased 5.8 per cent 


A 


gain. 








NOTICE 


N next week’s issue of 

THE FINANCIAL 
W ORLD Mr. Guenther 
will publish a list of 20 
undervalued stocks and 
also 5 low priced specu- 
lative stocks with good 
long pull possibilities. 




















net increased from $75,776,000 to $88,12i,- 
0CO, or 16.3 per cent, largely due to op- 
erating economies. Net thus far in 1926 
has set a new high record and with the 
June car loadings all in, it can now be con- 
fidently predicted that June net will make 
an excellent showing and probably estab- 
lish a new high record for that month and 
for the half year. From all present ,indi- 
cations the railroads will break all net 
earning records in 1926. Gains in net have 
been fairly uniform throughout the coun- 
try and even more impressive are the re- 
showing 
rather clearly that the railroads have not 
reached the limit of economical operation. 
The situation in the southwest is discussed 
in another part of the current issue of 
Tue FINANCIAL Wortp. Last year these 
roads were adversely affected by drought 
conditions; this year crops promise to be 
much larger. The southwestern roads are 
probably in position to score the greatest 
gains in net earnings of any group during 
the last half of the year. The northwest- 
ern roads have been doing better and 
promise to continue doing so; doubtless 
the forthcoming decision of the Interstate 
Commerce Commission on the increase in 
freight rates (which is expected before 


ductions in operating expenses, 


the Commission takes its vacation August 
1) is the most important near-term factor. 
Opinion as to the outcome is sharply 
divided, but a careful analysis leads to the 
conclusion that something will be done for 
the Northwestern roads. The Van 
Sweringens will soon announce terms of 
the new merger. THE FINANCIAL WoRLD 
took a highly constructive position toward 
Pere Marquette and Chesapeake & Ohio 
after they declined when the last merger 
was set aside. Both have reached new 
high prices since. 


* * * 
@ The Securities Outlook 
* * * 


HE outlook for investment stocks con- 

tinues highly favorable. The outlook 
for industrial stocks is mixed because of 
the varying influences operating on differ- 
ent companies and in some instances on 
different companies in the same field. The 
broad trend of stock prices has continued 
upward, but careful analysis shows that 
the important gains have been confined to 
relatively few outstanding issues. Con- 
fidence is doubtless gaining and short sell- 
ers are doubtless covering, There is no 
present prospect for any unusual gain in 
net earnings and a rise based on this an- 
ticipation will doubtless conclude, as did 
that of a year ago. Business and profits 
promise to continue satisfactory with pos- 
sibly a moderate increase over a year ago. 
There is no boom in sight; there is no 
depression in sight; neither is desirable. 
Continue to give first place to the rails, 
public utility preferreds and low-cost cop- 
pers, where good yields are still obtainable 
and where earnings, current and prospec- 
tive, compared to market price are satis- 
factory. 


; - 
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These United States 







past 


He not only 


150 years but ventures a 


prophecy of the years to come 
which will doubtless startle some of 
our conservative subscribers; 


@ It is well occasionally to get a disinterested and 
outside viewpoint as to these United States; 


’ @ This survey has been brilliantly accomplished 
by Mr. J. L. Garvin, editor of the 
London Observer. 
gives us a concise history of the 





@ There certainly is nothing in this article to warrant pessimism in the long- 
er range future in view of the solid foundation on which our prosperity 


has been built; 


«@ Mr. Garvin’s arresting article should prove interesting and instructive and 
is worthy of careful perusal. 


« It was published in London on July 4th and cabled over to the New York 
Times, from whose columns it is reprinted with our acknowledgements of 
that newspaper’s enterprise—THE EDITORS. 


ODAY is the Fourth of July with a 
difference—a date of extraordinary 
interest in the history of the United 

States, and one which ought to fill this 
country with reflection. By a series of 
coincidences it is a triple anniversary. 
The birthday of the American nation is 
also that of its President, Mr. Coolidge, 
whose quiet habits go with his mighty 
position. Just a hundred years ago died 
Thomas Jefferson and another of the 
fathers and Presidents, John Adams. Jef- 
ferson left his ineffacable stamp on Amer- 
ican democracy and the world. On that 
same date, exactly fifty years before—the 
original Fourth of July, 1776—he had 
written his own name among many signa- 
tures to the Declaration of Independence. 

But he was the real begetter of the 
document which called the United States 
into being and reacted on Europe to open 
a whole modern epoch of revolutions up 
to the climax of the great war. Struggles 
for unity and independence are a chief 
key to the history of all that age. 


Lesson to Be Learned 


Looking back’ from the high standpoint 
of this Independence Day upon the aston- 
ishing record of their progress, Americans 
may divide it clearly into three half cen- 
turies. Britain and Europe, instead of 
taking for granted the familiar miracle, 
may well ask themselves what are the 
present propositions of that miracle, by 
what means has it been accomplished, what 
are the saving lessons to be drawn from 
it and what its consequences are sure to be 
in the future? America within itself, for 
all its present wealth and power, is only 
halfway to full development: America as 
a world influence is only beginning. When 
Jefferson died on this date of 1826 he had 
seen the republic grow from three millions 
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of citizens to twelve. Half a century 
later, when the centenary of the founda- 
tion of the republic was celebrated in 1876, 
the population had risen to somewhere 
about 45,000,000—equal to that of Great 
Britain today. The ravages of the Civil 
War were repaired, railway construction 
on a colossal scale was opening up the 
West to agriculture, and massed manufac- 
ture, though newborn, was already an in- 
fant Hercules cradled in iron. 


Marvelous Period 


From then till now, during the period 
covered by the memory of hosts of people 
still living, the third half-century of the 
Republic has been the most marvelous of 
all. A bare statement of facts reduces 
rhetoric to impotence. On this Fourth of 
July the population of the United States 
is nearly 120,000,000. Its wealth, still 
larger in proportion, is at least seven times 
as great as that of this country, perhaps 
ten times as great, and is drawing still 
further ahead every day. It wields a tre- 
mendous mechanical equipment, incessantly 
improved. Based on the resources of half 
of the continent, America still is main- 
ly self-contained and self-sustained. De- 
fended on both sides, not by narrow seas 
but by wide oceans, America is impreg- 
nable and invulnerable, enjoying the hap- 
piness of political and economic security 
never known at any time in the Old 
World. To conceive this reality we must 
shake off all pre-war impressions about 
the United States and rise far above all 
European’ standards of comparison. 
America is a giant among nations. Keep- 
ing to the eloquence of round numbers, it 
is enough to say the Republic produces 
over 20 per cent of the world’s wheat, over 
40 per cent of all its coal, over 50 per cent 
of its copper, nearly 60 per cent of its 


cotton, fully 60 per cent of its steel and 
70 per cent of its oil. Relatively to this 
vast, unified society, pulling together at 
present better than any other, economic 
Europe is an impoverished chaos. 

Let no man imagine that this is a spec- 
tacle merely of triumphant materialism. 
Those who take that view understand 
nothing. 

An increasing amount of wealth is going 
just where it should. America spends as 
much upon education as all the rest of 
the world put together. In the architecture 
she leads grandly. That kind of excellence 
has always been the index to progress in 
the other arts. 

Paul Bourget thought the American 
mastery of steel as inspiring as the Greek 
mastery of marble. There is no finer book 
printing in the world than the best that 
America now creates. 


Making Use of Wealth 


lf the artistic treasures of European 
countries flow steadily into American col- 
lections, let us remember that Rome, 
Venice, Florence, Spain, France, England 
and Germany at different times made 
similar use of their wealth to the utmost. 
England, for instance, when her relative 
position in the world was very like that 
of the United States today, “collected” 
Elgin marbles. 

Religious forces of all kinds are more 
actively powerful in America than in any 
European country whatever. You may 
call “Fundamentalism” primitive and in- 


tolerant; you cannot call it materialistic. 


Where do machines spring from if not, 
like Minerva, from the brain? We shall 
glance at a few further reasons for think- 
ing that the prodigious success of the 
United States in making material wealth 

(Please turn to page 53) 
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Basic Principles of Speculation 
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In this highly interesting article Mr. Gibson discusses stock price movements and their 
significance, stop loss orders and buying on a scale down, chart playing and its fallacy, other 
mechanical methods in place of sound thinking. 
and what it can and what it cannot accomplish as well as accumulation and distribution of 
stocks. In conclusion he discusses the “technical” position of stocks. As this series advances 
the lessons given are becoming increasingly practical—THe EpiTors. 


He then goes on to explain manipulation 














F we draw a straight line slanting 
| sharply upward and visualize this as 

representing the general course of se- 
curity prices during a major advance, we 
will find, after examining the detailed 
course of stock prices, that the averages 
have frequently risen above and fallen be- 
low the base line. This would, of course, 
be true also in case of a declining market 
in which the base line slanted downward. 


Basis cf Speculation 


The straight lines represent the response 
of security prices to increasing or decreas- 
ing values. The quoted prices do not, how- 
ever, run concurrently with actual demon- 
strations of increased or decreased values. 
Speculation is based upon future proba- 
bilities, not on what is known, and secur- 
ity prices usually discount the visible de- 
velopments weeks or even months before 
they assume tangible form. This anterior- 
ity of stock prices has sometimes led in- 
experienced observers to contend that the 
action of the stock market is incoherent. 
They note that at times when general busi- 
ness is excellent, with hardly a cloud vis- 
ible on the horizon, security prices begin 
to fall and continue to fall, or that when 
.business is in a state of depression prices 
begin to rise and continue to rise. If, for 
example, we examine the great declines 
and recoveries of 1903-5 or 1907-8, we dis- 
cover that the panicky conditions of 1903 
and 1907 were in evidence at a time when 
volume of general business was breaking 
all records and when profits were large, 
while the recoveries of 1904 and 1908 oc- 
curred, for the most part, while we were 
witnessing acute depression in general bus- 
iness. In both the periods specifically cited, 
and in several earlier periods, the panics 
as well as the recoveries were due to, or 
at least were precipitated by credit strain in 
the case of the declines and a plethora of 
available credit in the case of the recov- 
eries. In this regard it is interesting and 
gratifying to note that the danger of such 
upheavals occurring again has been very 
much reduced by our new and more scien- 
tific banking laws and also by the remark- 
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By THOMAS GIBSON 


able change in our economic and financial 
relations to the rest of the world, includ- 
ing our huge supply of gold. 

But even during the progress of a ma- 
jor advance or decline, occasional reversals 
will occur with no change in basic con- 
ditions or prospects. Such departures may 
be due to unwarranted hope or alarm, or 
to manipulation, but they are usually due 
to conditions lying within the market itself 
—what are called technical conditions. 
Conditions or the outlook may be such 
as to inspire heavy speculative purchases, 
and the fundamental premises on which 
such purchases are based may be sound, 
but the time comes when immediate pur- 
chasing power is exhausted—when the 
speculators as a body have all they can 
carry or all the brokers will allow them 





@ Thomas Gibson 


to carry. When this occurs prices cease 
to advance, as nothing can possibly bring 
about advancing prices except competitive 
bidding. If the value of a stock should 
double in a day and ‘no one bid for it, 
there could be no increase in the quoted 
price. 


Taking Profits 


When the market becomes waterlogged 
in the manner described above, a few im- 
portant holders, observing that prices have 
ceased to advance, begin to take profits or 
even small losses. This discourages other 
holders and the liquidation mcreases. The 
speculative public abandons its intention 
of buying on a reaction and withdraws or- 
ders already placed, for the public will 
never buy freely in a falling market. Then 
the exponents of lower prices—the bears 
—become active. Noting the tired appear- 
ance of the market, they drive prices down 
by ostentatious raids, usually directing 
their efforts at the stop loss orders. Prices 
are forced down until the first stratum of 
stop orders is reached and the selling 
which automatically takes place at that 
level carries prices down still farther— 
perhaps to another stratum of stop orders. 
As stated, there may be no fundamental 
reason for the decline, but alleged reasons 
are always invented and the rumor mill be- 
gins grinding away. Alarm is contagious, 
and the most ridiculous pretexts or theories 
are given a credulous ear by many timid 
speculators. They sell out, or lose their 
holdings through the operation of the wide- 
ly used but miserably illogical and un- 
scientific stop loss order. 


If the reaction is due to technical con- 
ditions, the market soon resumes its natu- 
ral course and the loss is quickly recovered. 
Those who were not deceived have not 
been injured in any way. If one holds a 
stock purchased at, say 80, and it drops to 
75 or lower in one week and gets back to 
80 the next week, no harm has been done. 
If it continues to advance, the holder is 
better off for maintaining his position. 


(Please turn to page 49) ” 
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The Southwestern Railroads 


@ The all-important crops are now far 


enough along to give a very clear indica- 
tion of increasing prosperity in the South- 
west: last year winter wheat and cotton 
(in Texas) gave disappointing yields; 


@ In addition the merger situation has made 
greater progress here than in any other 
section of the country and the consolida- 


tion alignment is rather 


« This group thus affords a clear indication 
of good gains in net earnings with merger 


clearly defined. 


prospects in a number of instances adding 


speculative ammunition. 


T the turn of the year the South- 
Ave appears to be in position to 

show a greater increase in pros- 
perity for the last half than any other sec- 
tion of the country. Comparison is, of 
course, made with last year when the win- 
ter wheat crop in this territory was de- 
cidedly subnormal and when the cotton 
crop in Texas was also disappointing, due 
to drought conditions. 


The greatest beneficiaries from this in- 
dicated gain in agricultural output are the 
railroads serving that territory. This gain 
comes not only from the larger movement 
of crops, but more important, from the 
larger purchasing power generated by in- 
creasing farmer prosperity. 


Let us first examine the winter wheat 
situation. On June Ist it was estimated 
that this year’s crop would total 548,908,- 
000 bushels, compared with 398,486,000 
last year. That does not tell the whole 
story because the greatest gains have taken 
place in Kansas and Oklahoma, whereas 
some losses have occurred in the East. 
The winter wheat crop is about “made” 
and conditions since the June 1 report 
have been favorable. There will in all 
probability be a heavy export wheat move- 
ment to the gulf as contrasted with one 
to the eastern seaboard last year. There 
is little question but that the fall earnings 
of the southwestern roads are going to be 
very favorably affected by this great gain 
in wheat movement compared with a year 


ago. 
Favorable Crop 


Now, then, as to cotton, much can yet 
happen to this crop, but the most conserva- 
tive estimates indicate a very substantial 
gain in Texas, and that state produces 
about as much cotton as any two others; 
the gain in cotton acreage in Texas really 
is amazing. In 1921 slightly more than 
11,000,000 acres were planted; in 1925, 
more than 19,000,000 acres were planted. 
However, the yield per acre in 1925 was 
but 113 Ibs., compared with 138 lbs. in 
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1924 and 147 lbs. in 1923. This was due 
to a prolonged drought which is absent 
from the picture in 1926. Condition of 
the crop was placed at 79 per cent at the 
ena of May, compared with 67 per cent a 
year previous by the conservative Com- 
missioner of Agriculture of that state. In 
Oklahoma a good gain in yield per acre is 
also expected, as that state yielded but 
155 Ibs. in 1925, compared with 187 Ibs. 
in 1924 per acre. The prospects for a good 
gain in winter wheat and cotton are ex- 
tremely favorable traffic factors, which ap- 
oarently have not been fully discounted in 
current market prices of the southwestern 
rails. 


Merger Possibilities 


In addition, we have very clearly defined 
merger possibilities. It is possible to make 
a pretty clear alignment of the more im- 
portant yvouthwestern railroads. Let us 
take them up one at a time. Atchison is a 
well rounded system and will probably 
break all earning records in 1926; the 
stock is selling low compared to earnings 
and doubtless stockholders will eventually 
get_a larger share. Southern Pacific is 
also well rounded and its Texas lines should 
benefit this year. Whether or not this 
road would care to take over Rock Island 
and possibly Frisco is doubtful; at any 
rate, such a merger appears rather re- 
mote at present. Atchison and Southern 
Pacific are the two strongest roads operat- 
ing in this territory and both carry the 
probability of a larger reward to common 
stockholders over a period of time. 


We now come to the more speculative 
situations. St. Louis-San Francisco is one 
of the few railroad common stocks yield- 
ing more than 7 per cent; it has a sub- 
stantial interest in Rock Island and is ex- 
panding to the Florida Gulf at Pensacola. 
Earnings are more than twice common 
dividend requirements, but the amount of 
common is relatively small and even when 
the income bonds are regarded as preferred 
stocks the capital structure leaves consider- 





Speculative possibili- 


able to be desired. 
ties lie in its holdings of New Mexico & 
Arizona Land (holdings consist of 500,000 
shares or 50 per cent) on which oil drilling 
operations are under way and its essential 
merger with Rock Island, which has a 


much better property value situation. 
Meanwhile earnings promise to be large 
enough to maintain the current dividend 
rate. Rock Island is officially estimated 
to earn around $7 per share in 1926, which 
might enable this road to consider divi- 
dend inauguration on the common in 1927. 
Frisco could doubtless use some return on 
its investment in the common. 


Missouri Pacific has its consolidation 
plans well rounded out and its status has 
been frequently discussed in THE FINAN- 
cIAL Wortp. The road has more than 85 
per cent of Gulf Coast common, which in 
turn owns all the I. & G. N. common and 
Missouri Pacific has a majority of the 
preferred and common stocks of Texas & 
Pacific. There are $40 in back dividends, 
due on Mop preferred and if a merger 
were effected with the other roads so as 
to include the undistributed equity it is 
probable that Mop in 1926 could show 
nearly $10 earned on its common. Both 
Texas & Pacific and the I. & G. N. un- 
stamped bonds hold interesting speculative 
possibilities in view of the prospects for 
good crops in Texas. The Missouri Pacific 
merger can probably be put through any 
time directors are ready. 


Under Single Management 


We now come to the Loree merger in 
the Southwest, which will use Kansas City 
Southern as a holding company to acquire 
M. K. & T. and St. Louis-Southwestern. 
Mr. Loree has stated that this merger 
would be handled along lines of Union 
Pacific and New York Central. In other 
words, the properties would be under a 
single general management and the minori- 
ty interests gradually absorbed. The 1925 

(Please turn to page 61) 
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Making a Choice in the Steels 





HE recent activity in the stock of 

i the United States Steel Corporation 
has led many to wondering whether 

or not the other steel companies will join in 
a sympathetic move and seek higher levels. 
It appears that in some cases attempts are 
being made to accomplish this end, moti- 
vated by the stimulation of pool activity 
and the rumor factory that finds its di- 
rection in the imaginative minds of the 
pool operators. The sensible prosperity 
that we have been enjoying in the recent 
past and present has found reflection in 


@ With United States Steel going to new 


high levels what are the prospects for other 


of the steel company stocks joining in the 
move? 


Earnings for the steel companies in the first 
half of the current year lend attractiveness 
to the possibilities of speculation in the 


group, 


Caution and discrimination is advisable, 
however, in making a selection—and then 











favorable earnings for many of the steel 
companies. A statistical exhibit has been 
compiled of some of the more prominent 
companies which appears on this page. The 
figures tell a story in themselves but in 
most every case must be compensated for 
by the individual situation. 

With U. S. Steel hitting a new high 
price an incentive is given for considera- 
tion of speculation in the group. The in- 
vestor will do well, however, to approach 
this situation in a sane manner. He can 
afford to forget the tips, rumors and in- 


only on the sound basis of values. 


viting spurts af a few issues and limit 
himself entirely to values. 

United States Steel, without question, 
has been, is and will be the best speculation 
in the group over a period of years. The 
present advanced prices might be a source 
of hesitancy on the part of the timid in- 
vestor or those who are interested only in 
the immediate future. Seeking opportuni- 
ties elsewhere in the group would probably 
limit the number of stocks selected and 
no doubt would be disconcerting to the 

(Please turn to page 48) 





























A Statistical Study of the Steel Stocks 
E ee 
; 43 3 ; 3 : i F A 
ee3 EE ge 6 SES 
Earned per share 4 o = ” < £@ set » 2 : 
cong 1924 1925 1926 ese a %e ag e5< eas 24a 
U. S. Steel Corp......... $141 $11.77 $12.86 $2.93 $3.89 + 33% $7 4.7 tol 9.15% $278.89 
Bethlehem .................. 4534 2.57 5.30 1.67 2.32 -- 39 none 50tol 118 162.58 
Youngstown .............. 82 6.68 12.38 3.48 3.60 + 3 4. 5.0 to 1 15.8 109.87 
NE Saotinerenseetclette 4234 4.04 3.53 72 115 + 60 $2.50 7.5tol 8.3 44.81 
Crucible on... 74 4.55 5.05 *260 *4.23 *4 63 $5 44to1 7.1 $143.78 
Republic 1... 5614 55 6.88 1.25 2.95 +136 none 5.2 to 1 12.9 216.37 
Colorado Fuel ........... 45 1.05 4.65 1.54 3.16 +105 none 3:1:to1 11.6 106.33 
RE Wes sioteciiecichiadaceaieces 10% nil 1.06 23 .99 +330 none 2.0 to 1 10.0 11.15 
Sloss-Sheffield ~.......... 136 10.47 15.10 not available $6 5.1 tol 11.9 203.13 
United Alloy ............ 331% 0 3.62 not available $2 5.ltol 10.8 42.50 
Central Steel ............ 65 9.83 11.35 not available $4 9.6 to 1 17.1 78.92 
Midland -_................. 43 8.09 11.04 2.85 3.10 + 9 $4t 5.6 to 1 5.5 114.81 on pfd. 
Galf States ................ 79 7.48 7.17 2.90 1.77 —39 $5 4.7 tol 9.0 126.25 
I rc ice 1034 1.18 1.29 04 .20 +375 none 13.8tol 10.2 35.15 
8 Fee 38 1.87 2.97 83 J4 =—1i $2 8.0 to 1 7.2 26.63 
5, Te 22 nil 1.26 nil oe. So none 10.1tol 57 46.24 
en 33 nil 3.59 47 1.05 +123 none 6.9 to 1 11.0 120.28 
*Fiscal year changed, earnings compared for Ist 6 mos. of two years. 
+Indicates good-will and trade-marks. 
{Plus extras. 
. - 
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q| R. Hoe— 


Is This a Neglected Opportunity ? 


@ Previous to the poor showing made by the 
company in 1925, dividends on the A stock 
have been earned from 2 to 4 times; 


@ With 1925 considered a readjustment year 
with heavy expenditures for improvement 
of operating facilities, can the company be 
expected to stage a comeback in the near 


future?’ 


@ What are the possibilities of the A stock 
again being placed on a dividend basis and 
the accruals being cleared up? 





@ Is this another neglected opportunity for the investor who has foresight 
enough to gauge the developments of the next few years? 


NE of the prime requisites of suc- 
O cessful investing is foresight. The 

investor is often too prone to be- 
come engrossed with current developments 
and by the indications lay too much stress 
on relatively unimportant happenings that 
do not have a direct bearing on the future 
earning trend of the enterprise. Then again, 
when things look blackest, when the news 
is of an extremely adverse character, the 
investor will not give time to reasoning the 
cause, effect and ultimate outcome as af- 
fecting market prices. The term “investor” 
is a generalization, for there are a few 
that do not follow this plan, and if a re- 
capitulation were made of their investing 
transactions it would likely prove them 
far more successful than the in-and-out 
trader. Therefore the title given them of 
opportunity seeker or more conservative, 
the long-pull operator. 

Every so often one of our leading in- 
dustries is visited with unfavorable devel- 
opments that cause a lull in business and 
consequently the earnings are reduced to 
such an extent that market prices suffer 
from this and for the reason that investors 
lose confidence and sacrifice their holdings. 
Who buys? Without doubt the long-pull 
investor, the opportunity seeker. On what 
grounds? Let us take a specific case and 
see if his line of reasoning is not justified. 


An Apt Illustration 

R. Hoe & Co. is a recent example of the 
case in point. The company is the suc- 
cessor of a business established over a 
century ago, in 1818. It is engaged in the 
manufacture of printing machinery in- 
cluding high speed newspaper printing 
presses, magazine, book, intaglio or rotary 
gravure and lithographic presses. The line 
also includes electrotyping, stereotyping, 
photoengraving, cutting and folding ma- 
chinery. Circular saws, bits and shanks 
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form another important part of the busi- 
ness. Company owns entire stock of 
R. Hoe & Co., Ltd., its English subsidiary. 


The year 1925 was a poor one for the 
company’s earnings. The Class “A” stock 
which sold over $50 a share in 1924 showed 
a sharp decline until a new low price was 
established at 17% on May 27, 1926. The 
high price for this year was $35 a share. 
The stock has had a slight come-back 
recently and is now selling for $23 a share. 

There is little occasion for seeking the 
reasons for the price decline. Net income 
in 1925 amounted to only $3,734, or 5 cents 
a share, compared with $9.12 a share in 
the preceding year. This appears reason 
enough when coupled with the afore- 
mentioned lack of confidence on the part 
of the stockholders. Though this is now 
history it is this showing in contrast with 
previous showings that gives rise to the 
question of the future. 


Why the Poor Earnings? 

What occasioned this poor display of 
earnings? There are three sources that 
are worthy of consideration and if they 
are the real cause, what remedial measures 
have been brought to overcome them? The 
first is business. Has the printing of the 
country suffered a curtailment that would 
affect earnings? Apparently not, when 
trade reports are examined, for they bear 
out rather forcibly what everyone has 
evidenced in the growth and expansion of 
our publications whether they be in the 
form of books, magazines, newspapers and 
miscellaneous job work. 

The second probable cause links up very 
closely with the first—competition. Is the 
competition that the company is confronted 
with so severe as to influence earnings? 

Questions one and two are satisfactorily 
answered by the fact that the company did 
the largest volume of business last year in 


its history, with the output exceeding that 
of 1924 by over 20 per cent. If not 
business or competition, what are the in- 
dividual factors resulting in the poor show- 
ing? The company explains it by stating 
that the substantial physical changes in the 
plants -at New York City and Dunellen, 
N. J., interfered with economical operation 
and involved extraordinary expenses which 
were absorbed in operation. The report 
to the stockholders is as follows: “The 
need of increasing productive capacity and 
providing more satisfactory operating con- 
ditions for the future necessitated this 
expenditure.” During the year a machinists’ 
strike contributed to the higher costs of 
operation, but aside from the conditions as 
outlined there appears to be little difficulty 
confronting the company either from 
volume of business or from competition. 


Management is the third consideration. 
Suffice to say that a change has been made. 
Harry R. Swartz, who has just stepped 
out of the presidency of Intertype Corpo- 
ration to become chairman of the board, 
is now president of R. Hoe & Co. How 
much the change was needed remains for 
the new management to demonstrate. Plans 
formulated under the old régime have 
in most cases been altered and a definite 
improvement is already in evidence. 

The historical activity of the company, 
while giving useful comparative data, is 
not nearly so important as the future out- 
look. It is on the basis of future earnings 
that prices will be governed, and if any in- 
sight can be given this would perhaps be 
a basis for an intelligent speculation. 


The Outlook 


The fundamentals in this situation ap- 
pear sound both present and prospective. 
The publishing business in which the Hoe 
products are employed is enjoying a 
healthy expansion with detailed figures 

(Please turn to page 55) 
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q) Central Power & Light— 


A High Yielding Utility Stock 


@ What are to be the effects of the favorable cotton crops in the southwestern 
section of the country? 


@ With communities thriving, the public utilities that serve them come in 
for their share of the prosperity; 


@ The preferred stock of Central Power & Light is selling on a basis to yield 
7.2 per cent at its current price of $9714. 


-TTENTION is being directed of 
A late to the southwest. It has be- 
come axiomatic that a community 
can prosper only as its utilities prosper and 
that the well-being of community and util- 
ity alike are inseparably interdependent. 
So when a community or territory is 
visited with conditions that auger well for 
a general prosperity the utilities serving 
them are in turn benefited by the favorable 
conditions. Variations are sometimes 
found territorially and with Texas cotton 
has either a stimulating or dampening 
effect. Crop conditions this year have 
been very favorable and cotton should re- 
ward its native soil with a plentitude. 
With Texas prosperous its utility service 
should materially benefit, which brings us 
to the discussion of the possibilities in the 
preferred stock of Central Power and 
Light Company. The stock is currently 
selling for around $97% a share and pay- 
ing 7 per cent, yields 7.2 per cent. 

Central Power and Light was incorpo- 
rated in 1916 and has had a continuous 
healthy growth. Until recently the com- 
pany operated as a holding company serv- 
ing its territory in Texas, Mississippi, 
Arkansas, Oklahoma and Missouri largely 
through subsidiaries. In September, 1925, 
the company was purchased by the Cen- 
tral and Southwest Utilities Company, a 
subsidiary of the Middle West Utilities 
Company. Since acquisition of the com- 
pany there has been a regrouping of the 
properties with the result that Central 
Power and Light is now almost entirely 
an operating company with a_ simplified 
corporate structure. 


Diversified Business 


Electric light and power is supplied to 
74 communities, ice to 61, water to 16, 
gas to 4, and street railway service in 2 
communities. Of the 89 communities 
served, 86 are located in Texas. The Com- 
pany serves 36,076 customers with electric 
light and power, 2,028 with gas, 9,185 with 
water, and the total population of com- 
munities in which the company operates is 
estimated at 525,500. The company owns 
and operates electric power stations having 
generating capacity of 25,000 k. w., ice 
plants having daily ice-making capacity of 
2,260 tons, gas plants of 290,000 cu. ft. 
daily capacity, and -480 miles of electric 
transmission lines. 
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While last year was the best in the his- 
tory of the company there is every reason 
to believe that the current year will con- 
tinue to show a decided improvement over 
its predecessor. As shown in the accom- 


panying tabulation the earnings applicable 


to the outstanding preferred stock before 
depreciation were equal to 3.17 times the 
dividend requirements. After an arbitrary 
depreciation charge of 4% per cent of 
gross, dividend requirements would be cov- 
ered 234 times. The net earnings after 
depreciation show all charges including 
bond interest, dividends, amortization 
earned about 1.90 times. The company re- 
ports that it has charged more than 
10 per cent gross to maintenance, during 
the year 1925, which amount is included 
in the operating charges. 


Retiring Bonds 


-The company has retired all divisional 
bonds and prior liens and the first lien 
and refunding 6%4s of 1952 in the amount 
of $6,637,800 now represent the only mort- 
gage indebtedness against the company’s 
total property valued at over $22,000,000. 
The 7 per cent preferred stock is outstand- 
ing in the amount of $7,015,000, which in- 
cludes the $3,000,000 of stock that was re- 
cently issued, leaving an equity of over 
$9,000,000 represented by 80,000 shares of 
no par common stock. The Central and 
South West Utilities Company recently 
purchased 30,000 shares of the common at 
a price in excess of $2,000,000. The cur- 


rent position of the company as shown in 
the balance sheet as of March 31, 1926 
shows a ratio of over 1% to 1. Of the 
seven subsidiary companies none of them 
have any outstanding funded debt and all 
of the stock is owned by Central Power 
and Light. 


The company has paid regular cash divi- 
dends on the preferred stock since the first 
issuance in 1919, and has earned them by 
a satisfactory margin. Despite the issu- 
ance of additional stock recently the times 
earned have shown a material improve- 
ment over last year’s showing and the ex- 
tension and improvements mede in the 
past year should find a favorable reflection 
in earnings for 1926, 


Prosperous Section 


While the operations of the company ex- 
tend into five states and into Mexico the 
greater part of its activities are in south- 
ern Texas which in conjunction with large 
agricultural resources is favored with ex- 
cellent shipping facilities. The manage- 
ment under control of Central and South 
West Utilities is in the hands of men 
whose experience and ability has made a 
reputable name for the Insull group of 
properties. With the outlook very prom- 
ising in the territory served the business 
of the company should continue a healthy 
growth which in turn makes for opportun- 
ity in the preferred stock of Central 
Power and Light selling at $9714 with a 
yield of 7.2 per cent. 














Comparative Earning Record 
12 mos. ended Mar. 31 1926 1925 1924 

|, eT ee eee $6,061,432 $4,577,365 $3,413,770 
Operating expenses, rentals, taxes and main- 

EET NE ONT ESET OT AAC 3,922,480 2,809,618 2,122,917 
I I ascarid ietnsttiannisieeciti 2,138,951 1,767,746 1,290,852 
A i a ia 482,710 698,365 578,505 
3alance for depreciation and dividends........ 1,656,241 1,069,381 712,347 
Dividends on present outstanding preferred... 491,050 491,050 491,050 
I na 3.17 2.18 1.45 
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Real Estate Mortgage Bonds 


@ The average price of listed bonds is now at the highest point 


since the war. 


The premiums many command, forecast 


the probability of lower interest rates; 


@ If this tendency dominates a further advance in bond 
prices is certain, which means a lower income yield to 


investors. 


This prospect has brought sound real estate 


mortgages more and more to the foreground; 


@ Their excellent record, good yield and provisions for 
safety provide investors with an income to which they 
are accustomed of around six per cent per annum. 


MERICAN investors have come 
A to regard an income yield well 
around six per cent as the proper 
return upon their capital from a secured 
obligation in which the speculative ele- 
ment has been removed. This belief arises 
from tradition and with investors the 
tradition is to what they have accustomed 
themselves. In this belief they have been 
favored by a chain of circumstances re- 
sulting from the war and which for years 
has followed its influence upon business 
and living. The principal effect has been 
to make capital dear and interest rates 
high, 

Now these influences are undergoing a 
radical change. There is a surfeit of capi- 
tal. Since capital is as much a commodity 
as anything else it must succumb to the 
influence of the law of supply and de- 
mand and the present supply exceeds so 
much the demand that interest rates are 
declining from the pressure of our increas- 
ing investment wealth to securely employ 
itself. 


Of this fact we have notable proof in 
the present high prices of the old line 
bonds and the evidence indicates a further 
advance in the general price level may be 
expected. 

This very tendency is, showing itself in 
the increased demand for real estate mort- 
gage bonds. Another indication of this 
factor is the encroachment on this field 
of investment bankers. They are forced 
more or less into it through the demand 
of clients for securities from which may 
be expected a better return than is now 
available from listed bonds. By culling 
the new offerings appearing in the news- 
papers real estate issues seem to dominate 
in numbers, which hardly would be the 
case, if there was not a large demand for 
such issues. 


There should be no sound reasen why 
they should not possess this popularity 
among ilvestors since real estate invest- 
ment is the oldest form of investment, the 
record of which goes back more than four 
thousand years. That they have only be- 
come popular within the last twenty years 
is not due to the character of their secur- 
ity. It has only been within the last two 
decades that their form of issuance was 
modified so that they could be placed with- 
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in the reach of the mass of investors. 

It will be remembered that until real 
estate mortgages were split into unit bonds 
they were sold en bloc to a single inves- 
tor. Then came the transformation when 
the pioneer mortgage bankers discovered 
they could not only sell readily a real 
estate mortgage through a bond issue to 
many investors as they could to one, but 
that in so doing they could also largely 
increase the outlet for their securities. 


Strong Security 


Basically there is no stronger form of 
security than conservatively valued real 
estate. The individual owner of a home is 
prepared to protect his property to the last 
ditch. This feeling toward this posses- 
sion of his is what produces the high 
moral risk behind real estate mortgages. 
Business and manufacturing must provide 
housing for themselves. This essential 
requirement in this larger field of neces- 
sity makes the fabric of that class of real 
estate mortgage bonds so strong. 

Real estate as a basis of security rests 
upon a solid foundation, a fact which 
cannot be gainsaid, when properly located 
and in an expanding country for it tends 
to constantly increase in value. Land is 
an integral part of almost every human 
enterprise. This tendency towards in- 
creased property values serves but to add 
to the equities securing real estate mort- 
gage bonds. 

How well this record has been estab- 
lished in the crucible of time is apparent 
from the success and the wide distribu- 
tion real estate mortgage bonds have at- 
tained in the intervening 20 years. Aside 
from the direct real estate mortgages it 
is estimated that the public now holds well 
over $10,000,000,000 of real estate bonds. 
That fact is a fitting tribute to their stab- 
ility as investments. It could never have 
been attained unless as investments they 
squared with other investments in which 
conservative capital is accustomed to en- 
gage 

In addition to this fundamentally sound 
investment quality inherent in well pro- 
tected real estate bonds what makes them 
at present attractive is the yield obtain- 
able from them, If cheap money continues 
that favorable factor is likely to grow 


less. At present many such issues could 
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be purchased on a 6 to 6% per cent basis. 

Certain houses have made such bonds 
the more attractive by the guarantees of 
the issuing houses. Other large houses 
who have sponsored a large number of 
such issues advertise that investors have 
never sustained a loss. They can do this 
because their investments are so diversified 
they can stand behind their offerings. 
They have applied the insurance principle 
to their business—spreading the risk out 
so as to minirnize it to the smallest per 
centum. Substantial insurance companies 
now are also prepared to protect investors 
against loss by the payment of a moderate 
premium. 


Another advantage about real estate 
mortgage bonds is that the investors de- 
termined upon assuring themselves a six 
per cent income rate can select the date 
of maturity so it is not subject to an 
unexpected call for the redemption of the 
bonds. 


In this preliminary article our purpose 
is merely to point out some of the salient 
reasons for the increasing popularity of 
real estate bonds. In subsequent articles 
it is our intention to lay before the inves- 
tors fundamental rules of selection which 
apply no less to these securities than to any 
other form of investment. 


But of the permanency of the real estate 
bonds there can be no question. It has al- 
ready been substantially confirmed by the 
unusual success established by the fore- 
most banking houses in this field—a suc- 
cess that has brought competition from 
leading investment firms which heretofore 
confined themselves to other classes of se- 
curities. 

Success in any field as we all well know 
its sincerest flattery 
through rivalry. 


receives form of 

But this fact in this 
is not so important as 
estate mortgage bonds 


general discussion 
the fact that real 
still out as 
the one representative security from which 
the investor can still secure an income to 
which he has become accustomed. 


stand 
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[hese reviews written as of Friday immediately preceding date of this issue 
The ratings used in this department are taken from Guenther’s Appraisal of Listed Stocks 





- Miscellaneous Industrials 





Allis Chalmers— 
Rating “A” 

Allis Chalmers reached a new high price 
on its recovery as business continues to 
improve. This is one of the few sound 
industrial stocks which is still obtainable 
on a fairly attractive yield basis. 


American Express— 
Rating “A” 

After having declined rather drastically 
earlier in the year American Express has 
been becoming stronger marketwise. It is 
estimated earnings for 1926 should be in 
the neighborhood of $13 a share. 


American Woolen— 
Rating “C” 

American Woolen announced a price re- 
duction of 10 per cent in spring and sum- 
mer men’s goods. This reduction is due 
to lower wool prices and also to operating 
economies the company has been able to 
effect. It is hoped lower prices will in- 
crease volume. It is possible that this 
marks the turning point in the affairs of 
the company. 


Case Threshing— 
Rating “B” 

Case Threshing has scored a remarkable 
advance thus far in 1926. From a low of 
62% the stock has advanced to a price of 
nearly $120. Increased purchasing power 
of the farmers is expected to result in 
earnings of from $20 to $25 a share on 
the common stock. 


Cuba Company— 
Rating “B” 

Cuba Company directors are scheduled 
to meet on July 12 to act on a plan to give 
rights to common stockholders to subscribe 
to 6 per cent cumulative preferred stock 
of Consolidated Railroads of Cuba on at- 
tractive terms. The interesting situation 
in Cuba Company will be thoroughly dis- 
cussed in next week’s issue of THE FINAN- 
CIAL WorLp. 


General Asphalt— 
Rating “B” 

General Asphalt became strong and ac- 
tive on the theory that the company’s earn- 
ings will be improved by the royalties that 
will be collected from Royal Dutch prop- 
erties in the Venezuelan field. The com- 
pany receives an eighth royalty and Royal 
Dutch is expanding its operations there. 
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General Motors— 
Rating “A” 

General Motors crossed $150 _ per 
share during the past week, establishing a 
new high price level for the stock in its 
existing form, The company’s second 
quarter earnings will soon be made public 
and doubtless will be record breaking. The 
company plans to spend $40,000,000 ex- 
panding its facilities and will doubtless 
finance this expansion out of earnings. 


Montgomery Ward— 
Rating “B” 

Montgomery Ward has been strong and 
active as each month continues to show im- 
provement in sales. It is expected divi- 
dend action on the common stock will be 
taken some time in August, probably at’ a 
$4 annual rate, subject to later increase if 
earnings justify. 


Household Products— 
Rating “A” 

Household Products, after having been 
rather dormant marketwise, came to life 
and advanced rather sharply. It is ex- 
pected the earning statement for the first 
half of 1926 will be a favorable one. 


International Match, Pfd.— 
Rating “B” 

It is understood that International 
Match, through a subsidiary, is negotiating 
for the match concession in Greece, contin- 
gent upon making a $5,000,000 loan to 
Greece. If this negotiation goes through 
a new offering of participating preferred 
stock to help finance this expansion is 
expected. 


Louisiana Oil— 
Rating “B” 

Due to favorable oil developments in its 
territory Louisiana Oil is expected to be 
able to show a good gain in net in the first 
half of 1926, when it is estimated around 
$1 a share on its common stock will be 
shown. Production in the new Urania 
field in Louisiana has been increasing, and 
this field is largely served by Louisiana. 


Packard— 
Rating “A” 

Packard has declared an extra dividend 
of 50 cents a share and a 15-per cent stock 
dividend and has also gone on a regular 
monthly basis of 20 cents a share, starting 
with October. Packard is one of the motor 
companies that has made a relatively good 
showing thus far in 1926, 


Standard Milling— 
Rating “A” 


Standard Milling, which is one of the 
largest flour milling companies in the 
world, is expected to show about the same 
earnings in the fiscal year ending August 
31, 1926, as in the previous fiscal year, 
when $10.02 a share was earned. The com- 
pany is in excellent financial condition and 
the stock is selling on an attractive yield 
basis. 


U. S. Cast Iron— 
Rating “B” 

U. S. Cast Iron Pipe reached a new high 
on the present movement, based on esti- 
mates, that 1926 earnings would be as large 
as those of 1925, when $38.84 a share was 
earned on the stock. 


U. S. Rubber— 
Rating “B” 

U. S. Rubber and other rubber stocks 
were adversely affected by the price cuts 
announced early in the past week, running 
from 10 to 20 per cent. These cuts have 
been expected in the industry and were 


postponed beyond June 30th, and will there- ‘f 


fore not be reflected in the inventory posi- 
tion of the rubber companies until the 
close of the year. This should enable most 
of the rubber companies to make a fairly 
satisfactory showing for the first half. If 
tire sales improve now, the increased vol- 
ume should result in fairly satisfactory 
earnings for the second half year. 


U. S. Smelting— 
Rating “B” 

U. S. Smelting reports a drop of $393,- 
000 in net earnings in the first five months 
of 1926, compared with the same period of 
1925. Decline in net is due to lower silver 
and lead prices. Earnings in the first five 
months were equal to $2.15 on the com- 
mon, compared with $2.40 for the same 
period last year. The company’s biggest 
source of earnings is silver and lead, and 
it is producing at the rate of 24,000,000 
ounces of silver and 110,000,000 pounds of 
lead yearly. 


U. S. Steel— 
Rating “A” 

While the rise of U. S. Steel to a record 
high price has doubtless been in anticipa- 
tion of a stock dividend, estimates of sec- 
ond quarter earnings, which will soon be 
made public, indicate around $4 a share 
for the common stock, compared with $3.88 

(Please turn to page 5 


The Finane’al World 








~~ Tw we we 


—_— — jf ww 


— = Se a 


1h a oO 


fo «OU 


ad 


Position of the Bond Market 


oF 
The Outlook 
for Various 
Classes 
of 


Bonds 
ees 


UE to the holiday slackening, there 
[= been a material recession in 

the volume of new offerings. Public 
Utility issues have shown the most 
contraction, while the Fiat loan has been 
the only large foreign item. The bond 
market has turned listless and will prob- 
ably continue so now, for some weeks, 
following which a continuation of the 
forward trend seems certain. 


The more important offerings since the 
last review have been the following: 


Foreign 


$10,000,000—Fiat Debenture 7’s of 1946 
at 93 to yield 7.69 per cent. 

The Fiat Company is known in this 
country primarily as an automobile manu- 
facturer, but its products also include 
heavy machinery, metal parts and railway 
equipment. Net assets at the close of last 
year were appraised at $92,872,580 which 
certainly denotes large asset value, though 
the information available does not throw 
much light on what earnings have been. 
The detachable stock purchase warrants 
are an interesting feature, and indicate the 
present tendency toward popularizing 
foreign issues by speculative inducement. 
In this case the warrant entitles the pur- 
chase of 20 shares of stock at $25 per 
share. It is the prevalent belief that the 
present financing is in some way related 
to the acquisition of an interest in the 
company by General Motors, though no 
definite intimations have been made as to 
this development. The issue is regarded 
as oversubscribed. 
$3,000,000—MANNHEIM AND PALATINATE 

EvLectric CoMPANIES 7 per cent Mort- 
gage bonds, due in 1941 at 96% to 
yield 7.40 per cent. 

A joint issue in behalf of two German 
utility companies which are municipally 
controlled. In that the new bonds do not 
possess an added state guarantee, like the 
Saxon Public Works issue, they are in- 
ferior to the latter, but earnings denote a 
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By THE BOND EDITOR 


reasonably ample protection, and the physi- 
cal security is good. 


Industrials 


$8,720,000—-Lonc-BeLL LuMBER COMPANY, 
First 6’s, Series B due 1943, Series C 
1946 at 97 to yield 6.25 per cent. 


The Long-Bell Lumber Company is un- 
questionably the largest single factor in 
the lumber industry, and over the past 
two years has been gradually transferring 
its activities from the central-squth to the 
west coast, where the construction of the 
great Longview development has been car- 
ried out. This entailed the issuance of a 
rather large volume of municipal bonds 
which bear the guarantee of the Long-Bell 
Lumber Company and this contingent lia- 
bility must be reckoned with in appraising 
the security of the other obligations. The 
current rate of earnings show interest 
charges covered approximately two and 
one-half times which is not an especially 
impressive ratio for an industrial bond and 
especially a timber bond but with the com- 
pletion of the present development program 
it is easily possible that a much more sub- 
stantial margin can be shown. The issue 
is callable at 105 and for the sinking fund 
at 101. 


$2,300,000—Osweco Fats Corporation, 
First 6’s, due 1941 at 100 to yield 6 
per cent. 


This company is a manufacturer of 
paper. products such as milk stoppers, 
liquid containers, etc., and has enjoyed a 
good record. Its properties include some 
valuable water power facilities including 
several hydro-electric plants with a stated 
value of $1,250,000. Earnings before de- 
preciation, interest and taxes have aver- 
aged about four times interest require- 
ments but after these deductions a less im- 
pressive ratio is shown. The present value 
of the properties is set at $4,500,000, the 
remaining equity being represented by 
stocks outstanding to the amount of $2,- 
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470,000. This again is not a large equity 
for a bond issue ot this type but if the 
present improved trend in earnings con- 
tinues, the equity should broaden. The 
issue is callable at 105 to 1931, the prem- 
ium decreasing thereafter, while a sinking 
fund ranging from two to three per cent 
annually is provided. 
Utilities 

$5,500,000 — SouTHERN Cities UTILITIES 

Company, First 6’s 1951 at 100 to 

yield 6 per cent. 

This is a somewhat heterogeneous group 
of small properties that could more logic- 
ally be split up and combined with some 
of the larger individual holding systems 
operating in the respective territories 
which it serves. The properties have a 
long way to go before they can be rounded 
into an ideal operating group, but the pro- 
ceeds of this issue may go a long way 
toward serving this end. Interest is being 
earned about twice and the bonds should be 
perfectly good, but they are not high grade. 


$12,000,000—FLoripA Power & Lieut, Ist 
5’s of 1954 at 95 to yield 5.35 per cent. 


This a subsidiary of The American 
Power & Light, which owns its entire sec- 
ond preferred and common stock issues. 
The company serves Miami, Palm Beach 
and Sarasota, along with a large number 
of other communities, which have up 
until recently been enjoying the doubtful 
benefits of the real state boom. The fact 
that these first mortgage bonds are priced 
to yield 5.35 per cent or substantially more 
than the majority of such issues of equiva- 
lent grade and of equal ranking statis- 
tically, is beyond question due to present 
public apprehension concerning the Florida 
situation. This company, however, has not 
been engaged in real estate speculation and 
there is and will be a constant demand for 
the facilities which it provides. We be- 
lieve the bonds will constitute a sound and 
desirable investment and can recommend 
their purchase as such. 
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Advantages of Diversification 


N again reproducing in these columns the list of 20 bargains recommended in the May Ist issue of 
| Tue Financiat Wortp by Louis Guenther, our purpose is to once more emphasize to our sub- 

scribers the importance of diversification of their investment commitments. .The editors in this 
connection have also another thought in mind and it is to bring out as an equally important factor con- 
tributing to the practice of successful investing—the proper selection of values. 


Only sixty days have elapsed since this last Bargain List was published. At that time the outlook 
was not clear, and a feeling prevailed that we were entering a period of depression. In this Mr. 
Guenther did not share for he held the view that we were in a readjustment market, in which certain 
securities representing specific industries would be affected. On the other hand recognized income pro- 
ducing values would receive increased consideration from conservative investors whose buying would 
exert a favorable effect on the market price of such values. 


This viewpoint has been fully confirmed by what has transpired in the sixty days which have since 
intervened. Of the 20 stocks listed eighteen have advanced, some quite substantially, as for instance 
Pere Marquette, Union Pacific, Baltimore & Ohio and Frisco. The combined gain of the 20 stocks is 
over $68 and this gain when averaged represents about $314 a share on the entire list provided an 
equal amount of each security was bought. There are only two stocks which on July 6th failed to 
show a gain but on the other hand neither is in the red column. ‘In the meantime everyone of the 
stocks was producing an income of 6 per cent or more with an average of 7 per cent. One exception, 
Baltimore & Ohio, was included in the list because of the strong probability of recovering an increased 


dividend. The advantages of diversification and the proper selection of values are graphically depicted 
by the object lesson this list affords. 











Mr. Guenther’s May Ist Bargain List 





April 24, 1926 July 6, 1926 
Dividend ia. ti, ' 

Per Yield Yield Net 
Stock Share Price % Price % Change 
Ce eT TT TEE ETE $10 $147 6.80 $155%4 6.45 + 8% 

I 5 ia re a 5 70 7.10 73 6.85 + 3 
ee. | ee ee 5 73 6.90 735% 6.82 + %¥% 
I i a ae 5 72 6.94 75% 6.68 + 3% 
Southern Pacific. ................. paauincenias eisiamecammacaa 6 100 6.00 10454 5.75 + 45% 
TO ae at) ee eT et ee 5 8&8 5.70 947% 5.28 + 6% 

Se POTTS fy SC, il ne eee ee Pee Ree Ce nee 7 92 7.60 98 7.15 + 6 

: i lvtiigee cetera 6 82 7.30 96 6.25 +14 

EER a MTD 6 86 6.97 87 6.90 +1 

American Tebacce 08 annonce ce cocceccce evs 8 113 710 120 6.68 + 7 
NY ay RE NE, CO ee OT STONE 9 145 6.20 *1467% 6.12 + 1% 
Carre De Feo with ene... 5 63 7.93 6534 7.60 + 2% 
BG SSRRRBPRUIN TN RONNIE ooo SCN ek ee 4 ay 7.70 544 7.36 + 2% 
EL LOTTI CLE TAT IT 2.50 " 2 7.80 32% 7.58 + 7% 

Standard Gas & Elec. Pfd. $50.00... 4 55 7.27 55 7.27 —- 

cog a ge ee kg |: eee 7 93 7.52 95 7.38 4- 2 
PA ae tre ail a oak cf | a a ee 7 90 7.77 90 7.77 a 
oo CUO C Be: ee ae ae en ee ee eee 4 53 7.54 5314 7.51 + %&% 

RA SR FOU ec cou 6) 2: ecm een nee ee se 8 105 7.61 " 106 755 + 1 

ESS (ue Bocce (Sa ee ec ane 7 89 7.26 Q? 7.60 Sag 
NN Sci ihc airs arch ptpahanicesipeanneiadrimamtals $6.03 85 7 04 8% 6.76 7+ 3% 





*Including rights. 
yAverage net change. 
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By THE OBSERVER 


There are certain stocks that in- 


Rich vestors dependent upon their in- 
Men’s comes hesitate to acquire because 
Stocks they do not yield an attractive re- 


turn at their prevailing high prices. 
These securities are typified as rich men’s stocks, though 
the term is a misnomer for they are within the reach 
of moderate investors who can purchase a small lot. 
Take for an example the Standard Oil of New Jer- 
sey. Other instances are some of New York City bank 
stocks. The percentum of annual dividend paid is 
much less than what a good bond at present produces. 
But, the rich man is not in need of immediate income 
therefore he foregoes some part of it in order to pur- 
chase into what he considers increasing equities. Those 
equities he is aware must some day be either capitalized 
or distributed in some form or other. When that time 
is at hand he gets in a lump sum sufficient to reward 
him for his patient waiting. This the small investor 
who lives upon his income cannot so comfortably do. 
To overcome this hesitancy of small investors some 
of our leading corporations have reduced the par value 
of their stocks so as to effect a wider distribution. Gen- 
eral Electric is a notable recent example of this prac- 
tice. One could call the rich men’s stocks luxuries 
that turn out extremely profitable at times even though 
it involves considerable capital in handling them. Hold- 
ers of New York bank stocks have made a great deal 
of money out of the rights received at various times 
when their capital has been increased to take care of 
their growing business. 


Whenever I read of the amassing of 

Vision Which large wealth I frequently delve into 

Peers Far the cause responsible for it and 

Ahead rarely do I find that it is luck or 

some accident in back of such ac- 

cumulations. *In most cases the corner stone about 

which the wealth has been built was a vision which 

could peer far enough ahead to foresee its culmination 
if successful,. backed by faith and perseverance. 

The records of successful investing repeatedly demon- 
strate that these three characteristics develop the largest 
profits over a period of time. The vision to peer long 
enough ahead and foresee a major development in an 
industry, then to take a position and hold to it firmly 
and then depend on faith and perseverance to wait for 
the day when such judgment is confirmed. 

Were it possible to search the record of the men 
who have accumulated the largest fortunes out of Wall 
Street through their operations in securities it would 
show that the most of them saw, as for instance in 1914, 
that the country was facing a great era of industrial 
expansion because of the war, and in recent years some 
of the largest profits have been made out of the railroad 
securities by those who in 1920 could foresee that with 


the railroads relieved from Government supervision 
they could not but help come back into their own again. 


It is a foregone conclusion that the 


Future franc cannot regain its pre war 
of the parity; that day has long passed 
Franc by. Like the German mark it will 


have to subject itself to some modi- 
fication in standard of monetary value. The experi- 
ence will not be a new one in the history of the French 
Government. After the French revolution France in- 
troduced the assignat and when it proved of no value 
replaced it with another just as worthless as a media 
of exchange. 

The present situation and previous history makes 
most interesting the suggestion of Benjamin M. An- 
derson, Jr., the economist of the Chase National Bank, 
of establishing a new par value for the franc some- 
where around its present basis. In this way he claims 
the French Government’s financial problems would be 
simplified. 

Furthermore, it would help French financiers in the 
efforts to square the nation’s budget, a step that is 
essential to restore stability. It is immaterial what is 
the actual fraction on which a gold value could be 
restored to the francs—eventually it will have to come 
to this for it cannot be avoided and the longer it is 
delayed the less efficient will this proposed remedy 
become for it will mean a lower level for a sound gold 
standard. 


Never in the history of banking in 


State’s New York State were there so 
Bank many applications for charters for 
Growth new state banks, trust companies, 


savings and national banks. This 
eagerness to charter such new institutions results from 
the unusual prosperity the existing banks have enjoyed 
for several years and which is more or less reflected 
in the very high prices for which bank stocks sell. 

Promoters follow the fashion in securities. They 
are quick to adapt themselves to the creation of new 
ventures that are for the moment most popular with 
the public and this explains the condition in his depart- 
ment to which the superintendent of New York State 
called the attention of the state bankers at their con- 
vention in Quebec. 

While this able state official is exercising all the 
caution to issue charters with meticulous care he feels 
compelled to ask for the assistance of the state bank- 
ers in guarding against over expansion in their field. 
It can occur there as readily as elsewhere. To be fore- 
warned is to be forearmed for we can still recall the 
unfortunate banking panic which was precipitated in 
1907 through the speculative operations of reckless 
banking indulged in by speculators who secured con- 
trol of some of the weaker banks. . 

















Making a Choice in the Steels 


(Concluded from page 40) 
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opinions often expressed about the popu- 
lar favorites. Let us glance at the tabula- 
tion. The column of primary interest is 
that showing the ratio of earnings to the 
current market price. We note that Mid- 
land Steel Products shows the largest 
figure. The earnings for the first quarter 
of the year also show an increase over the 
same period of last year. But in the case 
of the common stock the payments are lim- 
ited, in that, the preferred is entitled to 
$8 annually, after which the common re- 
ceives $1 quarterly. After this amount 
has been paid the preferred receives 80 per 
cent and the common 20 of the remainder. 
The preferred is currently quoted on the 
New York Stock Exchange at around $114 
a share, having paid a total of 10 per cent 
in 1925 and already having paid 9 per cent 
this year, it presents attractive possibilities 
with a high yield. 


Central Steel 


In the common stocks shown the next 
in attractiveness, based on values, falls to 
the lot of Central Steel. This company 
manufactures highly finished steel sheets, 
strip and plate steel and almost every 
form of alloy steel. Products are sold un- 
der the trade name of “Agathon.” Be- 
sides the splendid ratio of 17.1 per cent of 
the market price earned in 1925 the com- 
pany is in splendid financial position, as is 
evidenced in the ratio of current assets to 
liabilities. The 1925 earnings nearly double 
those of the year 1923, which amounted to 
$6.18: a share. Again the net working 
capital of the company at the close of 
1925 amounted to $11,915,857, more than 
enough to take care of both the $4,523,500 
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of first mortgage gold 8s of 1941 and the 
$6,189,300 of preferred stock outstanding. 
The earnings for the first quarter are not 
available, but it is reasonable to expect 
that they are generally in line with the 
improvement shown by others in the in- 
dustry, due to the activity of the motor 
industry which furnishes it with a good 
share of its business. During 1925 the 
company placed 254 new customers on its 
books and was able to turn its accounts 
receivable every 27 days and its inven- 
tories every 46 days. The inventories at the 
close of the year amounted to $5,092,214. 
This stock is listed on the New York 
Curb and the Cleveland Stock Exchange. 


Next in the percentage of earnings to 
market price is Youngstown Sheet and 
Tube Company stock, which in 1925 earned 
15.8 per cent of its market price in that 
year. It is also to be noted that the 
splendid showing of last year was slightly 
improved upon in the first quarter of the 
current year. This is considered the third 
largest of the steel companies ranking 
aiter U. S. Steel and Bethlehem. The 
financial condition of the company is 
splendid and with a continuation of the 
favorable earnings is in excellent position 
to increase the present payment of $4 a 
share now being made on the stock. 


Republic Iron and Steel 


Republic, while an erratic performer, 
made a creditable record in 1925 and so 
far in 1926. Earning 12.9 per cent of its 
present market price in the past year is 
followed by earnings of $2.95 a share 
against $1.25 in the corresponding first 
quarters of the past two years. Republic 
appears to be much nearer the possibilities 
of dividend inauguration than many of the 
other stocks about which much is heard 
but very little done. The financial position 
of the company is strong, with current 
assets exceeding current liabilities in the 
ratio of 5.2 to 1. 


Without going further the stocks as out- 
lined should offer discrimination enough 
for the critically inclined and, together 
with a long-pull position in United States 
Steel, form a sound speculative position in 
the steel stocks. 


On the other hand investors in viewing 
the situation in steel should not overlook 
the fact the good half of the year has just 
What the second half holds for 
the manufacturer brings varying views. 
The Jron Trade Review, in its current is- 
sue, comments on the situation as follows: 

“Following stimulated buying activity in 
June, new business in steel since the turn 
of the half year has been showing a nor- 
mal relaxation, to which the holidays con- 
tributed. In this week prior to July 1, 
however, the market witnessed a continua- 
tion of the heavy flow of incoming tonnage, 
due in large part to buyers availing them- 
selves of outstanding quotations rendered 


more attractive by the recent course of 
events. 


“The situation at present is that mills 
find themselves in possession of a_ better 
volume of orders for shipment over the 
next thirty or sixty days, in addition to a 
considerable amount of provisional ton- 
nage, on a higher level of prices, which, to 
become liquid, must be specified against 
during the next thirty to sixty days. 


“The advent of the third quarter finds 
finished steel prices considerably better 
stabilized than in the past three months. 
Although protections still are out in some 
quarters on lower priced tonnage, bars and 
shapes have been established at 2 cents 
Pittsburgh, and plates at 1.90 cents for 
third quarter business.” 


From another source the ron Age says: 

“Steel works suspensions for the July 
holiday have amounted to little in com- 
parison with other years. Whereas slack- 
ening demand has often permitted a week’s 
shutdown, this year’s curtailment at plants 
of some of the largest producers was lim- 
ited to Monday. 


“While some letting down from the June 
rate of steel production is expected this 
month, it will be less than in six years at 
this time of the year, and several large pro- 
ducers are still operating at substantially 
the June rate. The sheet trade is an ex- 
ception, a number of mills having closed 
for the week. Steel ingot figures for June, 
which will appear this week, are likely to 
show nearly as close an approach to the 
May rate as was made in pig-iron. Pipe 
stands out as the most active of finished 
steel lines. On some sizes of casings de- 
liveries range from four to six weeks, as 
against only one week early in the year.” 


The current year should prove at least 
as good if not better for most companies 
than 1925 and in the selections as hereto- 
fore made the investor who is desirous of 
a speculation in the steel stocks can well 
give consideration to the stocks selected as 
holding the greatest possibilities with the 
greatest factor of safety in the group. 
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Importance of Crops 

CCORDING to reliable estimates the 
. annual purchasing power of the 
farmer runs well over $10,000,000,000. 
This item is more significant when it is 
understood that this buying power origi- 
nates from a virgin source and represents 
new wealth the fertile earth produces each 
year for the farmer. 


With this concrete fact before us we 
can properly appreciate the importance of 
the out-turn of the crops to the country’s 
prosperity. That is why the stock market 
usually assumes a halting mood each spring 
and resumes its activities when it can ob- 
tain a better line on the crop prospects. 


We need to have the farmer well off. 
Any serious interference with his harvest 
could well lay the foundation of a depres- 
We are very fortunate that at this 
time the prospects are favorable for a gen- 
erally good crop throughout the country. 
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UDGING 

from the 
change in styles 
in motor cars it 
will take some 
time before the 
manufacturers 
will conform 
with one of the 
r e commendations 
put forward the 
last time the in- 
dustry faced the 
saturation point 
and that was to 
get down to a 
standardized style and stick to it. This 
spring several of the important companies 
scrapped completely the old models and 
announced they would bring out entirely 
different types of cars. The leader in this 
style fashion is Willys with his Whippet. 
If this midget car takes hold of the pub- 
lic fancy it will cause some of the motor- 
car makers sleepless nights for it will mean 
to them an expensive change of manufac- 
turing policies to keep up with the new 
competition. This is a prospect which 
does not make the outlook for some of 
the companies rosy. 

x * & 





HERE is a difference between a rec- 

commendation and an order. The one 
is merely proffered as a suggestion; the 
other is a command which must be obeyed 
if it is backed with the proper authority. 
As yet it is not known whether the Inter- 
state Commerce Commission meant its re- 
cent recommendation that the railroads in- 
vite competitive bidding for its equipment 
issues as a suggestion or as an order. It 
remains to be seen yet whether the Com- 
mission has this power. It seems rather 
presumptive. There is so little margin of 
profit in equipment issues that it has be- 
come a habit for the railroads to let their 
bankers handle this business, thus doing 
away with unnecessary delays. 


* * * 


fT’HE annual report of the Kansas City 

Southern at first glance commends it- 
self as a financial document about which 
the most captious stockholders could not 
complain in regard to the minute detail it 
enters into respecting the earnings and 
other essential facts about the financial 
structure of a railroad. But should the 
stockholder want to know out of what 
funds Loree secured the money with which 
to buy the stock of the St. Louis & South- 
western, and Missouri, Kansas & Texas, 
which are eventually to be merged with 
Kansas City Southern, he would be hunt- 
ing for the needle in the haystack, not- 
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withstanding this was one of the most 
important operations of the year for the 
railroads. He finally would find the needle 
resting contentedly on page twenty—where 
it is mentioned in one line, “Securities in 
course of acquisition $25,092,862.” These 
cabalistic dollars will eventually take the 
Kansas City Southern out of its swaddling 
clothes and make a major transportation 
line out of it. But the uninformed stock- 
holder would not glean this from this soli- 


tary and unexplained item. 
* x * 


H ORSE racing has nothing on the curb 
market, for those intrepid souls who 
are willing to risk their money in the hopes 
of making quick and large profits—nor has 
Monte Carlo. They can get all such action 
they want to among the fledgling stocks 
that make their debut on the Curb and are 
trained until they become eligible to go on 
the Big Exchange. Ziely Process shares 
recently provided an exhibit of such action, 
moving as much as ten points in a single 
session. For the appeasement of the 
gambling fever I can heartily recommend 
the Curb. 


* * * 


N° better evidence can be provided to 

show how lavishly patience can re- 
ward the investor than the case of the 
minority who held their Michigan Central 
until the present time. It is true only a 
few of them remain unto this day, but that 
fact does not abate one iota the importance 
of that lesson. A few weeks ago the New 
York Central paid as high as $1,500 a 
share for what little Michigan Central re- 
mained out of its fold. It sold as low as 
70% in 1921. The owner of 100 shares in 
five years has seen his smali investment 
of $7,650 multiply to $150,000. There are 
other cases where patience has performed 
similar magic in increasing small invest- 
ments into sizable fortunes. Pullman 
could be mentioned as one of these ex- 
amples. 








Market Influences 
(Continued from page 38) 
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This statement will be objected to by the 
devotees of the stop loss order. They will 
say that the stock could have been sold at 
78 on a 2-point stop and repurchased at 
75 or lower. Quite true, but it is not re- 
purchased in one case in a hundred. The 
man who has no little knowledge of the 
value of his holdings or of market action 
that he is willing to sell when prices fall 
a few points is not likely to buy in a de- 
clining market. He will usually wait until 
prices begin to recover, then, after a sharp 
advance, will await another reaction which 
does not appear, and will wind up by buy- 
ing after the decline has been recovered. 
That happens over and over again. Such 
speculators have no fixed policy—no care- 
fully formed opinions—in short, no con- 
fidence in their own knowledge or judg- 
ment or their position marketwise. Until 
these drawbacks are overcome, their case 
is hopeless. They are wasting time and 
money. If it were not for this large class, 
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the professional traders would be hard put 
to it to make a living. 

What the experienced and well-informed 
operator would do in the case of a reaction 
of this kind would be to either ignore the 
reaction or,, better still, increase his line 
and bring down his average price by pur- 
chasing additional stock at the artificially 
lower figures. The scale-down method of 
securing a line is the only really effective 
and sound mechanical principle ever ap- 
plied to speculative ventures. A short time 
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ago a successful operator told the writer 
that he began buying Missouri Pacific pre- 
ferred at $42 a share and increased his 
holdings on each 2-point decline, securing 
the last lot at $30 a share. In commenting 
on this performance he said, in part: “If 
the stock had not declined as it did, I 
would have made very little money, as I 
would not have followed the price up as 
freely or as confidently as I followed it 
down, and my average would have con- 
stantly increased instead of decreasing. As 


it turned vut, I secured 3,500 shares at an 
average of 36 and am still holding it.” 
Therefore, the man who purchases on a 
scale down is in the peculiar position of 
wanting the market to run against him for 
a time. Of course, this plan might result 
disastrously if the original reasons for 
buying were unsound or if the original 
purchase was too large to permit of carry- 
ing out the plan in the face of even such 
a decided reaction as that which occurred 
in Missouri Pacific. But these are 
exigencies which can be provided against 
by careful and constant examination and 
reflection and strict adherence to conserva- 
tive methods. 


Chart Playing 


Hundreds of people have for many 
years been striving to find some plan by 
which the intermediate rallies and reac- 
tions in the stock market can be mechan- 
ically forecast. These charted forms are 
quite striking and the theories on which 
they are based are plausibly presented. 
The advocates of the chart system have 
gained thousands of followers. The in- 
gredients used are various, and there are 
numerous combinations of such factors as 
projections based on precedent, the number 
of shares traded in, the wavy horizontal 
markings called “making a line,” double 
tops and double bottoms, etc. Almost al- 
ways the stop loss order is a part of the 
machinery. 


The most.positive and convincing argu- 
ment against the use of these chart plans 
is that, in all the years they have been in 
vogue, there is not a single record of a 
sustained success made by following such 
methods. Stories have frequently been cir- 
culated to the effect that this or that in- 
dividual had made a fortune by means of 
one of these plans, but such stories have 
never been backed up by the evidence in 
the case. It is true that there are certain 
elements of the chart system which have a 
semblance of reason behind them. For 
example, it is contended that if the price 
of a stock, or the averages as a whole, 
break through a double top, a further ad- 
vance may be expected. This view is 
postulated on the theory that those who 
purchased at or near the first top and car- 
ried through the decline will be glad to 
get out even or with a small profit, and 
that there will be a good deal of this 
kind of liquidation. It is argued that if 
this liquidation is promptly absorbed and 
prices continue to improve, the particular 
stocks, or the market, are in a strong posi- 
tion. Sometimes the theory works—some- 
times it does not. It cannot be depended 
on. But observe the final result. If we 
admit that this signal is quite dependable, 
it would follow that as soon as this fact 
was demonstrated it would become almost 
universally known, and everybody would 
be trying to do the same thing at the same 


time—a _ palpable impossibility. There 
must be a seller for every buyer. But that 
is not all. As soon as it was observed that 


heavy speculative buying was induced by 
breaking through a double top, how long 
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would it be betore the shrewd and keen-move ahead of the recorded statistics of 


eyed professionals would deliberately bid 
prices up through the double tops when 
they wished to liquidate, or through the 
double bottoms when they wished to ac- 
cumulate ? 


Attempts to formulate a mechanical 
method on which speculation can be scien- 
tifically based are, in the final analysis, due 
either to the human and natural desire to 
get out of hard work or to incapacity to 
reason clearly and deductively as to the 
probable future. It may be contended that 
the makers of charts work hard, but rou- 
tine work such as bookkeeping, telegraphy, 
or the charting of records on a ruled sheet 
of paper is not in any way comparable to 
the really hard work of pursuing a com- 
plicated line of thinking. Not many 
people will agree with this, because not 
many people do any such thinking. They 
let some one else do it for them, or de- 
pend upon impressions. It is for this rea- 
son that any nonsensical theory, if plaus- 
ibly presented, will find adherents. It is 
taken on faith. Cicero said that no theory 
was ever so absu:d that it would not find 
followers—sometimes millions of  fol- 
lowers. 


As to the lack of capacity, how often do 
we see people poring over charts or hear 
them talking about what the charts indi- 
cate, who have no knowledge worth men- 
tioning as to general business prospects, 
economic laws, or any of the other factors 
which make values and which consequently 
make prices? Not being possessed of such 
knowledge and not being willing to make 
the efforts necessary to its acquisition, they 
try to turn the market into a machine. 
They will never succeed. 


Let it again be stated that in these com- 
ments no attack is made upon the proper 
uses of charts as a convenient and graphic 
method of presenting historical data and 
precedent. What is objected to is the at- 
tempt to let these devices take the place 
of reflection and do away with the neces- 
sity of exercising our reasoning powers. 


A Popular Fallacy 


The idea that the security markets, as a 
whole, and particularly the stock market, 
is or can be pushed up to high levels or 
driven down to low levels by means of 
manipulation is a popular fallacy. If one 
wishes to disprove this fallacy all he needs 
do is to examine the records of bank clear- 
ings, freight car loadings, corporate earn- 
ings, and other indexes of trade and com- 
pare the state of business and earnings 
with the course of stock prices. After 
making due allowance for the anteriority 
of stock prices which was referred to in 
a preceding paragraph, he will find that 
there has never been a major advance in 
stock prices except in periods of general 
prosperity and sound credit conditions, nor 
a major decline except in periods of de- 
pression and credit strain. If the business 
factors are combined and charted in one 
line and the stock price movements in an- 
other, they could almost be superimposed 
if we allow for the fact that stock prices 
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trade and finance. 


Manipulation exists, nevertheless, but it 


becomes less and less successful as time. 


goes on—as laws are made which curtail 
the activities of unscrupulous men, and as 
the education and experience of the public 
progresses. In the days of Jay Gould, that 
great manipulator was able to do almost 
anything he liked with a certain stock or 
perhaps with several stocks, His plan was 
principally effected through the mainten- 
ance account. He would buy control of a 
certain road and pay out the surplus earn- 
ings in dividends, allowing the property to 
go to pieces physically. The speculative 
public, dividends, 
would purchase the stock heavily. 


attracted by the big 
Having 
disposed of the bulk of his line at fancy 
pri es, the dv:idends were cut off and the 
price of the stock crumbled. Then earn- 
ings were devoted to rehabilitation of the 
property while the stock was being repur- 
chased for a song. That amiable scheme 
could not be worked now, except in a very 
small way. We have laws governing rail 
road maintenance expenditures and, even 
if these did not exist, the reputable ad- 
visory services would at once detect and 
call attention to over or under-mainten- 
ance. Even as recent an affair as the 
Reid-Moore exploitation of the Rock 
Island securities could not be carried out 
today, as the Interstate Commerce Com- 
mission now controls all new security 
flotations and would never sanction such a 
plan as was put into effect by the Rock 
Island holding company. 


Pool Manipulation 


The commonest form of manipulation is 
that carried on by pools. These syndicates 
quietly acquire a block of stock in some 
company and depend upon their ability to 
sell out to the public at higher figures. 
They usually try to acquire an issue which 
is really cheap and which should sell at 
higher figures on its merits, but the ulti- 
mate object is to arouse public enthusiasm 
at a higher price level and so shift the 
holdings to the shoulders of the specula- 
tive public at higher figures. They meet 
with less success from year to year. The 
public is getting too wary and too well 
educated. 


Manipulation of the highest order al- 
ways appears near the extremes of a major 
advance or decline. When large interests 
decide that the market has gone far enough 
and that the next important movement will 
be downward, they distribute their hold- 
ings. In order to do this it is necessary 
to inspire heavy purchases by outsiders. 
Therefore, cash dividends are increased, 
stock dividends are issued, extra distribu- 
tions are authorized, and, in short, every 
means is adopted to whet the ‘speculative 
appetite. The outsiders do not always 
reflect that the increased dividends and 
extra distributions represent the profits of 
the past and are largely or fully discounted 
in current prices. Nor do they reflect that 
stock dividends or stock split-ups cannot 
possibly add a dollar to property value or 
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earning power. They try to speculate on 
the past or the present instead of on the 
future. 


The process of distributing large inside 
holdings is a slow one. It may take as 
long as a year. Accumulation at low 
prices can be effected somewhat more 
rapidly, as it is easier to frighten people 
into selling than it is to induce them to 
buy. Moreover, people can be forced to 
sell in periods of depression, but they can- 
not be forced to buy in any period. 


If one is cognizant of the methods 
adopted by manipulators and has a clear 
understanding of what is indicated for the 
future, manipulation will not harm him— 
it will rather help him. The large inter- 
ests, in their efforts to build up a distribut- 
ing market, will also provide him with a 
good market in which to liquidate. Or, 
if the period is one of accumulation, he 
will be provided with a good market in 
which to effect purchases. Some of the 
earmarks of distribution and accumulation 
are quite plain to experienced observers. 
As a matter of fact, the man who follows 
business, financial and economic conditions 
and prospects closely will usually make up 
his mind to buy or sell at about the same 
time and upon the same premises as will 
the large interests. 


Technical Conditions 


The term “technical conditions,” as col- 
loquially used, refers to the market posi- 
tion of the marginal speculators, both 
public and professional. When a large 
speculative long interest has been built up 
in an advancing market, there is danger of 
a sharp reaction at any time. If the ad- 
vance has also eliminated a good part of 
the short interest, the danger becomes 
more acute. Any adverse news, even if 
inherently unimportant, may result in a 
rapid decline. However, unless the tech- 
nical conditions are unusually weak, the 
trouble will quickly be corrected. The 
weak long accounts will be reduced or 
wiped out, and the short interest will in- 
crease as prices decline. 


So far as concerns movements of a few 
points due to technical conditions, it is 
impossible to gauge them and it is a waste 
of time to attempt to do so. Some of the 
people who try to gain the ultimate dollar 
by guessing at these movements will suc- 
ceed for a few times, but will eventually 
lose their market position, aside from 
which they will keep themselves in a con- 
stant state of mental perturbation and un- 
certainty. 


As to the probable extent or duration of 
reactions, nothing can be told about them. 
The writer made a compilation some time 
ago of all rallies and reactions of over 
two average points which had occurred in 
twenty years. The results showed no uni- 
formity whatever, either as to duration in 
days or the extent in points. In some years 
there were five or six reversals, in others 
there were only two. Some of them ran 
to three average points, others to four, 
others to five or six, and one to nine 
points. Some lasted a few days—others 


a month or six weeks. The lapse of time 
between reactions ranged all the way from 
two weeks to six months. The whole ex- 
hibit was thrown aside as worthless, ex- 
cept as establishing the negative fact that 
the market has no “habits” in connection 
with rallies or reactions. 


It is occasionally. possible to detect a 
seriously weak technical situation which 
carries with it the menace of a major 
reaction. In a period of excited markets 
and heavy public speculation, with quota- 
tions advancing rapidly after a long ad- 
vance has already occurred, it is a good 
plan, even at the risk of making an error 
on the side of prudence, to clean up and 
step aside for a time. 


By far the most important phase of the 
technical situation is represented by the 
floating supply of stocks—that is, the 
stocks turned over day by day by the 
speculators. When stocks are absorbed 
by investors or by interests seeking control 
of certain properties, the floating supply is 
accordingly reduced. 


To grasp the effects marketwise of a 
small floating supply, it is necesary to un- 
derstand that the market is not affected 
by the securities held by investors. The 
residue in the hands of active speculators 
is responsible for most of the price move- 
ments. If, for example, a certain cor- 
poration has $100,000,000 of stock out- 
standing, of which $90,000,000 is in the 
hands of investors, the floating supply is 
only $10,000,000. In such circumstances, 
a comparatively small amount of competi- 
tive bidding would carry prices up rapidly. 
An advance of 10 points would only add 
$1,000,000 to the value of the floating sup- 
ply, but would raise the quoted value of 
the dormant bulk in investors’ hands nine 
times as much, but with no effect market- 
wise until the price reached a level which 
would begin to bring the stock out of the 
tin boxes. Now reverse the proposition 
and assume that only $10,000,000 of the 
stock has been absorbed by investors, 
while there is $90,000,000 in the floating 
supply. In this case, it would be very 
difficult to bring about a material and 
sustained advance in prices. Speculative 
profit-taking would appear as the market 
advanced and it would require extraor- 
dinary absorptive power to take up the 
load. 


Floating Supply 


It is possible to arrive at a close esti- | 


mate of the floating supply of particular 
stocks from time to time. Almost all the 
railroad companies and some of the indus- 
trial companies publish periodical state- 
ments of the number of stockholders of 
record and the average holdings per share. 
A few years ago the present writer called 
attention in the columns of THE FINANCIAL 
Wor _p to the rapid decrease in the floating 
supply of United States Steel common and 
also to the fact that the largest brokerage 
holdings of the stock were in the hands of 
a house known to act for officials of the 
company. The deductions drawn from 


this state of affairs were proved correct 
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quently of va'ue. 

We may als» estimate, with considerable 
accuracy, the gen-rai state of the floating 
supply of difierent groups and classes of 
securities. It is quite safe, at this writing, 
to assume that the floating upply of rail- 
road stocks is very small, either standing 
alone or by comparis)n with the supply 
of indus:vials. We «now that practically 
no railroad stocks have been issued since 
1907, while the supply of industrial stocks 
has been enormously increased. From 
this deduction it may appear that the rails 
should have advanced much more rapidly 
than the industrials, but this does not 
necessarily follow. No matter how small 
the supply may be, it has no effect market- 
wise until competitive buying begins. No 
matter how large it may be, it has no ef- 
fect until competitive selling begins. For 
a long time the industrials have been the 
favorite mediums of speculation and the 
rails have been neglected. Therefore, the 
effects of a small floating supply in the rail- 
road group and a large one in the indus- 
trial group have not yet visibly affected 
prices. But the potential effects are still 
present and will assert theselves in time. 


Adding to Profits 


A knowledge of technical and other 
strictly market influences is of value and 
the intelligent exercise of such knowledge 
will frequently add to profits or prevent 
the beginning of a campaign at unfavor- 
able periods. But it may be stated most 
emphatically that these influences, singly 
or collectively, are of relatively minor im- 
portance when compared with the under- 
lying forces which make or break values 
in the long run. 

Eprror’s Note: In the next article of 
this series, Mr. Gibson will offer concrete 
suggestions as to the methods of examina- 
tion of values and prospects and the avail- 
able sources of information. 
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and in diffusing it among the mass of the 
people would have been impossible with- 
out the force of character and moral 
energy which have entered into its progress. 

We come to the question of lessons and 
consequences for Europe and, above all, 
for Britain. The first lesson is social. 
Among ourselves a deadly conflict between 
capital and labor has raged from the war 
to the coal strike. 

To too large a degree the temper of 
capital has been as hard and narrow as a 
knife. Labor, given over to the imagina- 
tion of vain things, has done just about all 
it could to impoverish itself. 

By contrast, the American people as a 
whole have reached a level of general well- 
being far above anything that has ever 
been known elsewhere in the world’s an- 
nals. America is a land of syper-million- 
aires, but still more a land of high wages 
in return for full output. 
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In the supreme busines of bringing 
capital and labor into practical partner- 
ship, America is acting while Europe is 
theorizing. Large numbers of workers 
across the Atlantic hold shares in the con- 
cerns employing them. They are members 
of the corporations and companies they 
serve. 

In one big motor business 90 per cent of 
the employees are buying stock on the in- 
stalment plan. In another business, in- 
vestments of its workers are enough to 
enable them to elect a majority of the 
board of directors. 

This sort of American worker is a man 
with a car. He feels himself to be any- 
thing but a miserable wage slave. He is 
not ashamed of his status. He looks his 
employer in the face like any other man, 
and he earns his money by putting his back 
into his job. 

A real constructive revolution is pro- 
gressing in America. 

There is no possibility of a solution in 
Europe except on the same lines Socialist 
working men who will not try to make 
the best of the present system, yet who 
cannot have the other, are keeping their 
feet in the bog without getting their heads 
to the stars. 

Employers may be certain, on the other 
hand, that, without a systematic develop- 
ment of high wages and partnership on this 
side of the Atlantic, unwillingness, unrest, 
chronic hostility and recurrent strikes must 
continue to irjure the interests of capital. 

Higher output for higher wages, an in- 
creasing partnership between capital and 
labor in counsel and profits, to make their 
interests the same—either we shall pursue 
these purposes with all our strength or 
the whole comunity, as well as both the 
economic belligerents will continue to pay 
the ruinous price of our present devastat- 
ing antagonisms. 

Either capital will have the vision and 
courage to offer labor more and more, or 
the profits of capital—assuredly of fixed 
capital—in this county will be less and 
less. 

Note: The foregoing concludes Mr. 
Garvin’s survey of the United States. He 
then goes on to plead for closer union 
between Britain and the United States, and 
points out that if there could be created a 
“United States of Europe” it would result 
in doubling or trebling the present aver- 
age level of prosperity in a@ single genera- 
tion. 


— 


Ahead of All 


In this connection, permit me to state 
that your publication has been the source 
of gratification, satisfaction and a great 
deal of profit to me, and you are at liberty 
to use this portion of my letter in a cir- 
cular to the 10,000,000 prospective in- 
vestors throughout the United States who 
need it. I want to see results derived from 
such a publication as yours, which gives as 
fine, authentic, financial information as 
can be had—and I take them all. Yours is 
far ahead of them all. 





-—C. B., N. Y. 
“Tell your friends they need it” 








A 
MAJOR REACTION 


AHEAD? 


From April 1st to June 19th industrial stocks 
regained 70 per cent of their entire loss in the 
collapse of March. Rails reached new high levels. 

For the past three weeks, however, in spite of 
marked strength in individual issues, the market 
as_ a whole has not made substantial progress. 
Volume’ of transactions has been heavy. 


A CHANGE AHEAD? 


Do these increasing volumes, accompanied by 
sharp advances in individual issues, indicate a 
renewal of broad distribution in the market, as 
was the case in January and February of this 
year? Or, is the market still sound? Are ma- 
terially higher levels ahead? 


These questions are answered, specific recom- 
mendations made to take advantage of conditions 
ahead, in a NEW analysis prepared for clients. 
A few copies are now available, FREE. 

Simply ask for FWJJ-10 
AMERICAN INSTITUTE OF FINANCE 


141 Milk Street Boston, Mass. 














OUR WEEKLY 
MARKET LETTER 


Deals with both basic and 
technical market  condi- 
tions. It will be mailed 
you upon request. 


Ask for F. W. L.-1 


McCLAVE & CO. 


Membe {N. Y. Stock Exchange 
on UN. Y. Cotton Exchange 


67 Exchange Place New York City 


























COINS 


RAz= COIN BOOK, 50c. 
Send $2.00 for old United 
States coins. The collection 
includes W%c piece, large 
cent, 2c piece, 3c piece sil- 
ver, 3c piece nickel, half 
dime silver, 10c piece early 
date, 25c piece early date, 
50c piece early date. 


Guttag Bros. 


16 Exchange Place, New York 
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Buy “Shares 
in “America” 


$80 


(or multiples thereof) 














will purchase Participating owner- 
ship in twenty-four seasoned and 
dividend-paying railroads, public 
utilities, industrials and Standard 
Oils including 


New York Central 
Am. Telephone & Telegraph 
United States Steel 
Standard Oil of New Jersey 


Secured by deposit with Chatham 
Phenix National Bank and Trust 
Company, Trustee. 
Average yield over 
six year period 
about 8% 


Send for Circular F. W. 10 








THROCKMORTON & Co. 


100 BROADWAY NEW YORK 
Telephone Rector 1060 














Ask your Broker for a Free Copy 


THE INVESTOR’S 
POCKET MANUAL 


328 Page Booklet Issued Monthly 


High and Low prices of stocks, bonds, cotton, 
grain, etc., statistical descriptions of Railroad, 
Industrial, Public Utility Co.’s, etc., condensed 
reports, history of finances, earnings, dividends, 
etc. Furnished FREE by any Banker or Broker 
oA oy meg —_i pede request OR for 30c 
atest issue will be mai direct by FINAN 

PRESS, 116 Broad St., New York City. _— 








FINANCE COMPANIES 


The Federal Reserve Board 
states that Finance Com- 
panies supplement our com- 
mercial banking system and 


supply ae distinct economic 
need in our financial struc- 
ture. 


MERCHANTS & MANUFACTURERS 
SECURITIES CO. 


Is one of the leading and most 
successful Finance Companies 
in the country. 


7% Prior Preferred Stock 
(With Stock Purchase Warrants) 


$98.50 Per Share 
Accrued Dividends 


Price 


Plus 


Descriptive circular on request 


Bauer, Pond & Vivian 


MEMBERS NEW YORK STOCK EXCHANGE 


40 EXCHANGE PLACE —— NEW YORK 
TELEPHONE - HANOVER 4335 
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THE ASSOCIATION 
TO 


ITS MEMBERS 


ASSOCIATION NEWS 





FROM 
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Midvale Minority Organize 

ee the Baldwin Locomotive 

Company acquired the controlling in- 
terest of the Midvale Company. In this 
purchase the minority stockholders exer- 
cised no voice, but, as they also have a 
financial interest in the property, a move- 
ment has been inaugurated for the forma- 
tion of a permanent stockholders’ commit- 
tee to represent their interests outside of 
the Baldwin Locomotive Company. This 
is purely a protective measure, since noth- 
ing has been made public that could be 
considered inimical to the minority. 


* * * 


The Nickel Plate Victors 


LMOST daily it is anticipated that 

the Van Sweringens will submit to 
the stockholders of the various railroads 
which are scheduled to enter into their 
Nickel Plate merger new and more favor- 
able terms. In the public mind this new 
ar-aigement, which stands a much better 
chance of meeting the approval of all con- 
cerned, the credit belongs to the Interstate 
Commerce Commission. It refused its 
consent to the former proposal on the 
ground, among others, that it was not 
equitable to some of the minority stock- 
holders. The general theory of the merger 
was acceptable except for this stumbling 
block. 

Yet, the victor was not the Interstate 
Commerce Commission. The credit for 
the success of the opposition belongs to the 
well-organized minority committee of the 
Chesapeake & Ohio Railroad. In fighting 
their battle they succeeded in bringing 
about a situation which will add values to 
the strong boxes of the shareholders of 
the Erie and Pere Marquette. As for the 
stockholders who joined them in the 
movement they have materially benefited. 

In their original proposal the Van 
Sweringens undoubtedly were sincere in 
the offers they made to the stockholders. 
Throughout the whole controversy never 
was the cry raised of any effort to 
bludgeon the minority stockholders. There 
was an honest difference of opinion in the 
appraisal of values. Such differences are 
likely to arise in the best regulated fam- 
ilies of our corporations and it is fortunate 
in the case of the railroads there is a 
Government commission to arbitrate such 
disputes. 


This victory of the minority is im- 
pressive, at least to the members of this 
Association, which unqualifiedly endorsed 
its purpose, for it is illustrative of what 
can be accomplished when the opposition 
is co-ordinated into a fighting legion. 


* * * 


Voting Trust Upheld 

HILE there is a law that restricts 

stockholders of banks in New York 
State from creating voting trusts the Ap- 
pellate Division of the Supreme Court has 
decided the voting trust agreement into 
which the stockholders of the Bank of 
America entered into is valid for this 
action was taken previous to the enact- 
ment of this particular statute, which is 
not retroactive. The decision was quite 
complimentary to the officials of the bank 
saying in substance that the agreement was 
entered into for the protection of the bank 
and stockholders to fend off the purchase 
of control by others, who through the pur- 
chase of large block of stock would come 
into possession of its deposits. Still in a 
broad sense a voting trust is not a corpo- 
rate evil, where it is approved by the ma- 
jority of the stockholders. 

‘Especially is this true where the power 
is entrusted to a good management, under 
whose control the business has flourished 
or, on the other hand is being rehabili- 
tated. Such control necessarily must be 
vested by the stockholders in the hands of 
someone whom they can trust. To place 
excellent managements under the uncer- 
tainty of their power through annual elec- 
tion does not tend to bring out the best 
talent that is certain where their control 
is assured for a certain period of time. 

Voting trusts possess their favorable 
features as well as unfavorable aspects, 
but, the latter danger could properly be 
checked by some form of restraint stock- 
holders could exercise if it was shown 
such agreements were not working out 
to the best interest of a corporation. One 
of these checks would be that a voting 
trust could be dissolved at an annual 
stockholders’ meeting by the vote of two- 
thirds of the outstanding stock. Such a 
check has proven very useful in public 
utility financing, when new bond issues 
could only be authorized to the extent of 
two-thirds of the cost of additional im- 
provements. 
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The National City Bank of New York 
including 
Domestic and Foreign Offices 
Condensed Statement of Condition as of June 30, 1925 
ASSETS 
CAPITAL, CASH in Vault and in Federal Reserve Bank .$108,869,978.68 
SURPLUS Due from Banks, Bankers and United States 
a Treasurer ae xe 166,720,795.29 $275,590,773.97 
an Loans, Discounts “a iieasiie of Other Banks 716,477,041.30 
UNDIVIDED United States Government Bonds and Certificates $104,836,422.19 
PROFITS State and Municipal Bonds ah. 21,182,122.76 
Stock in Federal Reserve Bank so Men oe 3,180, 000.00 
$113,133,488.64 Other Bonds and Securities . ~ + « w«  48,086,007.43  177,284,552.38 
Subsidiaries: 
International Banking Corporation . . w . $12,500,000.00 
Bank of Haiti . Reece, <x 95 len eur 1,600,000.00 14,109,000.00 
Bank Buildings . °. 20,531,276.56 
Customers’ Liability Account of Acceptances ‘° 74,687 ,171.32 
Other Assets .. ‘ie aes 2,823,637.56 
TOTAL o_o. * $1,281,494,453.09 
LIABILITIES 
Capital ae ae ee 
Surplus. » « « «+ «  50,000,000.00 
Undivided Profits - « « w« 13,133,488.64 $113,133,488.64 
Deposits ‘ ; i 963,554,075.40 
Items in Transit with Branches . 15,047,116.79 
Liability as Acceptor, Endorser or Maker on 
Acceptances and Foreign Bills ‘ 174,105,343.66 
Circulation aie ig Dee 85,995.00 
Reserves for: 
Accrued Interest, Discount and other 
Unearned Income $2,567 498.41 
Taxes and Accrued Expenses, et cetera 4,565,854.57 
Dividend Payable sited 1, 1926 2,000,000.00 
Contingencies ° -  5,969,782.53 15,103,135.51 
Other Liabilities Se ae oe oe 465,298.09 
Tate s. «.« » * $1,281,494,453.09 
Head Office ————— 
55 Wall Street Above includes The Nationa! City Bank of New York (France) S. A. 
New York Figures of Foreign Offices are as of June 25, 1926. = 
































Another Expeditionary Force 


NOTHER peaceful invasion no less 

welcome than was the American Ex- 
peditionary forces is the American dollar 
which is going over in large volume to 
Europe. The only difference between the 
two movements was that one was hostile 
to some of the nations abroad while the 
present one is met with equal apprecia- 
tion by John Bull as well as Unser Fritz. 
Don Carlos, Pietro of Sunny Italy and the 
Bolshevist even promise to amend their 
communistic ideas if it will lure the Amer- 
ican dollar to Russia. 

Germany at present seems in high favor 
with the American dollar—not that we 
love them more, but see in their national 
spirit the proper man and moral risk 
which make the many opportunities for 
business operations appear the more at- 
tractive. Such chances always appeal to 
venturesome American capital. 

The interesting expansion in this move- 
ment is in the organization of German sub- 
sidiaries by large American corporations. 
There is something revolutionary about 
If European business can be 
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this phase. 


impressed with the plan of our commer- 
cial methods its whole business structure 
may undergo a complete change in 
methods. There was recently announced 
the launching of such a company by one 
of our large commercial credit companies. 
Its purpose is to finance on the installment 
plan the purchase by thrifty Germans of 
motor cars. That in itself is likely to 


open a large market for American motors. 
a 





A Conservative Course 


It appears that the “solid substance” 
coming from Mr. Guenther’s pen differs 
vitally from the so-called “inspired” items 
of current publications emanating from 
various cities of the country. I am a firm 
believer in the idea that although the dis- 
ciples of Guenther may not get rich quick- 
ly, they have, nevertheless, a chance to 
make money in a conservative, business- 
like way. We may become bearish on 
technical conditions in the market, but we 
can never be bearish on real or sanely 
anticipated values. Date E. SPENCER 


“Tell your friends they need it.” 











Neglected Opportunity 
(Continued from page 41) 
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such as the department of Commerce re- 
ports indicating sizable gains over the 
same period of last year. For the first 
four months of the year there was an in- 
crease of 11.5 per cent in the production 
of newsprint paper, with a decrease of 
33.9 per cent at the mills, as against the 
same month last year. The number of 
titles in book publication for the month of 
May shows a total of 847, as against 763 
in May, 1925. Magazine advertising, 
which is an accurate index of the volume 
of business in this field, shows a total of 
2,571,000 lines for May, 1926, as against 
2,392,000 lines in May of last year. The 
index number for label orders for May is 
113.4, compared with 66.4 last year. All 
in all, the printing business in 1926 gives 
promise of surpassing the good year of 
1925. While competition is keen, it is not 
at variance with past experiences that Hoe 
has maintained in the field over a hundred 
years. The new management, while ex- 
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| 
Guaranty Trust Company 
MAIN OFFICE FIFTH AVE. OFFICE MADISON AVE. OFFICE 
140 Broadway Fifth Ave. and 44th St. Madison Ave. and 60th St. 
LONDON PARIS BRUSSELS LIVERPOOL HAVRE ANTWERP 
Condensed Statement, June 30, 1926 
| RESOURCES 
| Cash on Hand, in Federal Reserve Bank 
| and due from Banks and Bankers...... $124,912,436.67 
| U. S. Government Bonds and Certificates. . 35,994,453.73 
LL. = “"~-SeerteS 13,872,124.38 
5 a sg wilkichs Wie: Sew 23,805,702.20 
| Loans and Bills Purchased............... 386,102,250.95 
| Real Estate Bonds and Mortgages........ 2,049,000.00 
_ Items in Transit with Foreign Branches.... . 2,105,448.60 
| Credits Granted on Acceptances.......... 40,369,176.59 
ON er rare al toda! la 8,065,960.26 
Accrued Interest and Accounts Receivable. . 7,226,205.42 
$644,502,758.80 
| LIABILITIES 
I i ih a ES te oe rs i iacra ee dis $25,000,000.00 
PO EP OTe re 20,000,000.00 
RE PONS oe i ncawi 6 © tc ain: Hm ee ee 3,250,452.15 
$48,250,452.15 
| Accrued Interest, Reserve for Taxes, etc... 4,721,839.71 
Qe Peer Tee eee ree 40,369,176.59 
_ Outstanding Treasurer’s Checks......... 31,173,765.39 
ae te ee 519,987,524.96 
| $644,502,758.80 
| 









































The Market’s 
Next Move? 


are just 
analysis of the outlook, 


We issuing a thoughtful 
with specific 
recommendations. Few extra copies 
reserved for distribution free. For your 
copy of this valuable forecast simply 
address— 


American’ Securities Service 
1037 Corn Ex. Bank Bldg., New York 


























pected to work out the situation satisfac- 
torily, brings to the company new associa- 
tions and contacts which should prove val- 
-uable. 

So much for the outlook. The investor 
who measures the future not in days and 
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months should examine closely the status 
of the securities and the possibilities 
therein. Despite the poor earning showing 
of last year the company was able to dis- 
play a satisfactory balance sheet at the 
close of the year. Total current assets 
were given as $7,355,869, exceeding current 
liabilities of $2,769,282 by- an amount of 
$4,586,587 of net working capital. There 
is the equivalent of $61.95 per share of 
“A” stock in net tangibles. A number of 
important patents were granted during the 
year, but the company saw fit to write all 
patents down to $1. While plant, receiv- 
ables and cash were increased materially, 
the inventory account was almost halved. 
The company has an issue of $4,435,000 
mortgage bonds due 1934 and a real estate 
mortgage of $44,485. There are 80,000 
shares of class A outstanding, and 160,000 
shares of common. The A stock is pre- 
ferred as to assets to the extent of $65 
per share and accrued dividends in liquida- 
tion and to cumulative dividends at the 
rate of $4 a share. The last payment 


made on the A stock was in October, 
1925, at which time it was discontinued 
and none has been paid since. The class 
A stock is a participating issue entitled to 
receive one-third of all distributions after 
$1 per share, or $160,000 has been paid to 
the common up to $7 a share on the A 
stock. There have been no dividends paid 
on the common to date. The accumulation 
on the preferred stock at present amounts 
to about $3 a share which, should dividends 
again be paid, would make the stock cost 
the equivalent of $20 a share (deducting 
the accrual) and paying $4, a yield of 20 
per cent would be realized. But what are 
the chances of dividend resumption? The 
record of net applicable to the shares for 
a number of years preceding 1925 gives 
promise. On the 80,000 shares at $4 a 
total of $320,000 would be required to 
meet this payment. The net and the num- 
ber of times this dividend on the A stock 


was earned is shown below. Times 
Year Net Earned 
OO i aac $729,881 2.28 
Cw eee 1,299,290 4.05 
DOR ee 1,283,467 4.00 
ae 982,879 3.04 
eee 661,511 2.07 
I eatin 1,026,084 3.22 


This record shows a 6 year average net 
of $997,185 from which to deduct $320,000 
for A stock payments allows $677,185 for 
the common and further participation — 
after the $160,000 has been paid on the 
common, or $517,185, the equivalent of 
about $2 additional on the A stock, a one- 
third share. If the extraordinary expendi- 
tures of 1925 were not made it would be 
fair to assume that with a 20 per cent in- 
crease in business the company might have 
returned a net of around $875,000, or the 
A dividend earned about 2.7 times. While 
this is only a supposition, it appears reason- 
able that with the extension and expansion 
that was made last year without a decrease 
in the amount of business that a net com- 
parable to 1924 should not be beyond pos- 
sibility. At least, it should not be that far 
off that the investor who seeks a long pull 
speculation cannot await the accomplish- 
ment. 


Both the New York company and its 
London, England, subsidiary entered the 
year with a large volume of orders on 
hand and with plants working at capacity. 
Only a few days ago it was learned that 
the company received an order from the 
Montreal Daily Star for presses that 
amounted to some $300,000. The job of 
eliminating red ink from the accounts of 
Hoe should not prove a difficult task for 
the present management, if last year’s 
showing can be considered as a red ink 
year in view of the improvement in operat- 
ing conditions that were created by the 
expenditures made. 


The investor whose vision carries him 
beyond the immediate future can possibly 
see in the A stock of R. Hoe & Company 
another of the neglected opportunities based 
on the present price of $23 a share and the 
improved outlook under the new manage- 
ment with generally better conditions pre- 
vailing. 
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Bouquets and Brickbats 

INANCIAL advisers by no means have 

a soft job. While they receive 
bouquets from subscribers whom they have 
benefited by their advice and articles— 
they more often get brickbats from others 
who charge them with the responsiility for 
financial loss. 

But these complaints generally come 
from bad losers; the type which is pre- 
pared to disclaim their own responsibility 
for any act or outcome contrary to their 
general expectation. On the other hand 
a great many of these complainants when 
they are put into the way of profit through 
financial editors will not give them the 
credit, but will claim it themselves. 

Financial advisers are but human. It 
is their last thought to advise investments 
in any securities they do not themselves 
deem worthy of such confidence. They 
are not the Lord’s anointed, gifted with 
the power of foreseeing unexpected con- 
tingencies—yet, the brick bats, thrown at 
them are charged with the implication: 
that they should have had advance knowl- 
edge of a San Francisco earthquake, a 
Galveston flood, or a European war. 

The whole work of a financial editor 
when properly appraised, provided he is 
qualified by expert knowledge for the posi- 
tion, usually turns out profitably to those 
who lean upon his advice for guidance. 

The only real complaint which can just- 
ly be placed at his door is when he is un- 
faithful to his trust by advising the pur- 
chase of securities in which he has a finan- 
cial interest. 


Slice 
VU 


Patience Rewarded 


Stow good news of flourishing business 
the stockholders of Packard Motors 
have been hearing for some time is now 
crystalized into a substantial extra cash 


dividend of 50 cents and further aug- 
mented by a stock dividend of 15 per 


cent. This generous disbursement justifies 
the price at which the stock has been 
selling for some time. Another company 
whose earnings justify the expectation of 
an early dividend is the Consolidated 
Cigar Co. Its business confirms what has 
been going on in the cigar trade. Once 
popular cigar smoking succumbed to the 
increased popularity of the cigarette. The 
latter being the more economical weed it 
jumped into favor through several rea- 
sons: one was people in an effort to com- 
bat the cost of high living resulting from 
the war found cigars too costly for a 
daily diet: then there was an enormous 
increase in cigarette consumption from 
women who found them as good a solace 
for the nerves as did men. But the fash- 
ion is getting back to using cigars more 
and more. The main point to this observa- 
tion is not so much the growth of the busi- 
ness of these two companies, typical of 
many others, but it pays to use patience— 
this virtue, in the end produces much more 
satisfactory profits, whereas impatience 
often results in considerable financial loss. 
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Foreign Offices 
LONDON: 10 Moorgate, E. C. 2 
Bush House, Aldwych, W. C. 2 
PARIS: 23 Rue de la Paix 
MEXICO CITY: 48 Calle de Capuchinas 








THE EQUITABLE 
TRUST COMPANY 


OF NEW YORK. 


Alvin W. Krech, Chairman of the Board 
Arthur W. Loasby, President 
Condition at the Close of Business, June 30, 1926 
(including Foreign Offices) 
ASSETS 


Cash on Hand and in Banks....... $ 45,289,023.21 
Exchanges for Clearing House..... 


Due from Foreign Banks...... ee 15,987,718.56 
Bonds and Mortgages....... se 9,555,804.00 
Public Securities........... pie eda _ 38,538,469.33 
Short Term Investments......... , 1,832,019.47 
Other Stocks and Bonds........... 22,031,220.97 
Demand Loans....... bina eines 92,873,477.59 
oda nag a tide 480 ee 73,223,638.63 
nn 110,046,228.79 

Customers’ Liability on Acceptances 
(Less Anticipations).......... 37,204,832.30 
NN aia an Sona bnes os 849,179.38 
Due from Foreign Offices.......... 2,974,410.00 

Accrued Interest Receivable and 
Other Assets......... piwuauss 3,799,661.23 
$512,705,332.56 

LIABILITIES 

EERE rer ree TE ... $ 30,000,000.00 
Surplus and Undivided Profits..... 21,468,392.43 
ON RR re ear wee 408,479,024.47 
Acceptances (Less in Portfolio) .... 38,980,297.45 
Ss IS 5 5 as oon e's nawn ene 6,522,450.00 

Accrued Interest Payable, Reserve 
for Taxes, and Other Liabilities 7,255,168.21 
$512,705,332.56 

37 Wall Street 

UPTOWN OFFICE: TWENTY-EIGHTH IMPORTERS AND 
Madison Avenue STREET OFFICE: TRADERS OFFICE: 
at 45th Street 79 Madison Avenue 247 Broadway 


58,499,649.10 
































District Representatives | 
PHILADELPHIA: Packard Building | 
BALTIMORE: Calvert and Redwood Sts. | 
ATLANTA: Healey Building | 
CHICAGO: 105 South La Salle Street : 
SAN FRANCISCO: 485 California Street | 





























Selling on Strike News 

| eeigeeniaciguren speculators never view 

the threat of strikes or the calling of 
them as_ providing bear ammunition. 
When this happens it is the exception. 
Even then underlying conditions must be 
satisfactory for such occurrences to have 
any visible effect. For that matter, they 
then only exert a correlative influence. 
We have witnessed this week the very op- 
posite effect of the strike on the New York 
subway. Instead of this labor disturbance 
disheartening speculation in the local 
traction stocks, it proved an added in- 
centive. That in itself looks like a con- 
tradiction for the loss on revenues to the 
Interborough, even if the strike is a fail- 
ure, will take from the earning statement 
the property is expected to show for the 
year. 


However, speculation usually looks fur- 
ther than the immediate present in gauging 
the aftermath of this strike. It sees in it 
an accentuation of the basic cause of the 
failure of the principal New York trac- 
tion lines earning a fair return on the 
capital invested in them, which it expects 
will now receive proper consideration from 
Father Knickerbocker. If traction proper- 
ties should earn a fair profit it is in the 
city of New York, for it provides them 
with not only an immense population to 
draw revenues from but likewise great 
traffic density. Where the latter condition 
prevails the short-haul business proves 
profitable provided the communities deal 
with the companies on a four square 
basis. The complex local traction prob- 
lem is a great deal nearer to solution than 
it has been for several years. 
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Every dollar that has become due on 
first mortgage building bonds sold by 
us has been paid to every investor 
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Safety and 6%% 
As a nation-wide institution, 
owning its own office buildings 
in Chicago and New York, with 
branches in over thirty-five prin- 
cipal cities, this Company has ex- 
perienced, over a long period of 
years, a substantial growth both 
in financial strength and invest- 
ment confidence. 
First Mortgage Bonds se- 
cured by well located prop- 
erties in the larger cities are 
now offered for sale to yield 
6% to 64%. 
Write for Circular S-258 


AMERICAN BOND & 
MORTGAGE (o. 


Established 1904 Incorporated 
CAPITAL AND SURPLUS OVER $8,000,000 
127 N. Dearborn Street, Chicago, Ill. 
345 Madison Ave., New York, N.Y. 
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STOCKS 


Carried on conservative margin 


H. F. McCONNELL & CO. 


Members New York Stock Exchange 


(Established 1908) 
Tel. Rector 2100 

















FACTS 
on the Outlook 
NOW! 


. Stocks have had a sub- 
sustantial rise. 


. Bear prophets are be- 
coming more numerous. 


. Bulls advise purchases 
on any reaction. 


. TheTillman method fore- 
casts each reaction. 


. Copies of our current 
bulletin are now avail- 
able to investors. 


Simply fill in the coupon 


TitemaNiSurvey 


Nottingham Bldg., D-27, Boston, Mass. 
Please send free survey offered above. 


Name. 





Address, 
Your inquiry will never bring a salesman 




















Bulls and Bears 
(Concluded from page 44) 

















a share in the first quarter and $3.06 in the 
The substantial 
improvement witnessed in the 
steel industry has brightened earning pros- 
pects for the third quarter. 


second quarter of 1925. 
recently 


Youngstown— 
Rating “A” 

Youngstown Sheet & Tube improved 
marketwise during the past week. Presi- 
dent Campbell states the steel business is 
better than he hoped for and the outlook 
brighter than he expected, and that steel 
stocks in the hands of consumer are low. 
Meanwhile scrapsteel prices continue to 
advance and these generally furnish the 
best indicator of a change in the trend of 
steel prices. 
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Railroads 





C.&0— 
Rating “A” 

Chesapeake & Ohio, which was favorably 
commented on when it was around $122 a 
share in a recent article in THE FINANCIAL 
Wok p, reached a record high price during 
the past week in anticipation of the an- 
nouncement of new Nickel Plate merger 
terms. Chesapeake’s earnings are of record- 
breaking proportions and despite the large 
increase in common stock, due to conver- 
sion of bonds and common stock, per share 
earnings now promise to be around $18 in 
1926. Report has it that C. & O. will re- 
ceive a 5 per cent guarantee and half a 
share of new Nickel Plate stock. If this 
is true it would justify market price of 
around $150 for Chesapeake & Ohio. How- 
ever, no official announcement as to the 
new terms of exchange has as yet been 
made. 


Erie— 
Rating “B” 

Erie stocks and bonds were strong and 
active during the past week, due to the 
fact that it is assumed that directors have 
approved the new Nickel Plate merger 
terms. The most interesting factor in the 
Erie situation will be the disposition of 
its valuable anthracite holdings. If C. & 
O. and Pere Marquette are to obtain more 
favorable terms, it is, of course, assumed 
that Erie will obtain less favorable terms, 
but this will probably be more than com- 
pensated for by the higher price level of 
the new Nickel Plate stock. 


Illinois Central— 
Rating “A” 

Illinois Central is expected to show a 
net of about $7,100,000 in the first half of 
1926, compared with $7,219,000 in the first 
half of 1925. Gross has been larger and 
smaller net is due to heavier maintenance 
of equipment expenses, which, of course, 
should be correspondingly smaller in the 
second half year. Crop prospects are ex- 











Stocks 
and 


Business 


Write for our Monthly Letter 
B-5 on conditions. Stocks 
bought and sold on com- 
mission — cash or margin. 


Hartshorne, 


Fales & Co. 


Members N. Y. Stock Exchange 
71 Broadway New York 
Bowling Green 7610 ¢ 
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Did you 


know this 





& 
Did you know that the in- 
dustries of Illinois are today 
electrified 72 per cent and 








lead the entire nation in that 
respect; also that 73 per cent 
of Illinois homes and 11 per 
cent ofits farmsareelectrified? 


Write for the 1926 Year 
Book showing how the 
progressiveness of the 
territory served by this 
Company is reflected in 
constantly increasing 
revenues. 


PUBLIC SERVICE 


COMPANY 
OF NORTHERN ILLINOIS 


General Offices: 
72 West Adams Street 
Chicago, III. 
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Serving 6,000 square miles—278 





communities—with Gas 
or Electricity 
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cellent and the road’s final net for 1926 
should show a good gain over that of a 
year ago. 


Pere Marquette— 
Rating “A” 

Pere Marquette common stock, which 
was recommended in Mr. Guenther’s May 
bargain list at 82, reached $100 a share 
during the past week, in anticipation of 
favorable merger terms with Nickel Plate. 
As was pointed out in a special analysis 
of Pere Marquette, this road has an ex- 
ceptionally sound ‘capital structure, and 
earnings in 1926 promise to break all rec- 
ords, and to exceed $12 a share on the 
common. Pere Marquette preferred is- 
sues, which were also recommended, scored 
a sharp advance, 
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Tire Prices Cut 

FTER a period of patient waiting 

expecting motor car owners to use 
up their accumulated stocks of tires, some 
of the principal makers have decided to 
take the bull by the horns and reduce their 
inventories by offering their product at 
bargain prices. Goodyear was the first to 
use the knife, but its principal competitors, 
Kelly Springfield and U. S. Rubber, met 
this move by amputating their prices after 
the June 30 inventory had been taken. 

Not all the tire manufacturers arg of the 
belief that the stock of tires on hand is 
too large. Some of them think a buying 
movement of any proportion would soon 
cure the present overstocked position. Still 
this is but a surmise. 

The more far-sighted manufacturer may 
well assume that inventories do not provide 
cash unless they move from the shelves. 
Crude rubber has been lower for some 
months, and if they could turn present 
stocks into cash it would enable them to 
accumulate raw material at a favorable 
price before the automatic process of the 
Stevenson plan operates to stiffen the cost 
of rubber, which it no doubt will do when 
the quotation falls below a certain figure. 
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Mussolini’s Mailed Fist 


N a desperate effort to forcibly bring 

about the readjustment of Italy’s eco- 
nomic structure Mussolini has resorted to 
the maximum extreme to which a dictator 
can lean. He has gone so far in a recent 
mandate as to suspend all elections in 
Italy. No politician or clamoring agitator 
is to be permitted to interfere with his re- 
construction program as he sees it. Since 
Caesar’s time the new Rome never has 
had a dictator to compare in force and de- 
termination to Mussolini. Caillaux of 
France now is ambitious to emulate him 
hy asking of the French Parliament a free 
hand and a non-political interference in the 
government’s effort to stabilize the franc 
and balance the budget. The failure of 
certain European countries to solve their 
serious problems has resulted in a tend- 
ency of the people to encourage one-man 
rule, which after all is the rule of a dic- 
tator, While we very often grow disgusted 
about the wild ravings of our politicians 
yet we remain conscious that they are a 
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less evil than placing our entire destiny 
in the hands of a single individual. The 
rule of dictators may end much more seri- 
ously because of the smoldering discon- 
tent it arouses and because of the uncer- 
tainty surrounding the life of any individ- 
ual. Se 
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Broker Held for Larceny 


For years Frederick K. Marquand, a 
former Consolidated Stock Exchange 
broker, has modestly advertised his con- 
servatism as one of the principal reasons 
why the small investors should patronize 
him. In view of these protestations the 
news will come as a surprise that he was 
arrested last week on charges of grand 
larceny, meaning he converted the proceeds 
of a client’s securities to his own personal 
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Curtiss Reports 


Net income of the Curtis Publishing 
Company for the year ended Dec. 31, 





1925 was $15,701,510, after all reserves 
and charges. Total income, including 
profit on securities and properties sold 
of $339,005, was $16,040,515. The income 
was equal, after $7 dividend on 900,000 
shares of no par preferred, 700,000 shares 
of which were recently distributed to 
common stockholders as a_ stock divi- 
dend, to $10.82 a share on the 900,000 
shares of no par common. 


Among total assets of $61,225,782, 
cash was $5,483,076; accounts receiv- 
able, $242,722; inventories, $5,168,147; 
investments, $21,232,535, and plant and 
fixtures, $8,910,581. Of the liabilities, 
current accounts payable were $2,146,- 
793: reserves for depreciation, Federal 
and State taxes, $11,029,418, and sav- 
ings fund, stock subscriptions, advertis- 
ing, etc., $3,088,569. After preferred and 
common dividends of. $13,540,624; con- 
tingency reserve, $2,500,000, and prefer- 
red stock retirement reserve, $341,800, 
the credit balance was $1,801,648. 











MAKING MONEY 


Under date of April 7, 1926 we ADVISED 
THE PURCHASE OF STEEL. We stated, 


“STEEL SHOULD LEAD THE MARKET.” 
At that time it was selling around 121%. 


has since sold at 14414, APROFIT OF MORE 
THAN 22 points in ninety days. 


It 








Under date of April 7, 
ADVISED THE PURCHASE OF GENERAL 
MOTORS, selling at that time around 1204. 
It has since sold at 152% ex dividend, A 


PROFIT OF MORE THAN 36 points in ninety 
days. 


POSSIBLY we have something worth while 
NOW. 


Return Coupon and Let Us Prove Our Worth 


Midwest Economic Institute, Inc. 
11 South La Salle Street Chicago, Ill 


Midwest Economic Institute, Inc., 
11 South La Salle Street, Chicago, Ill. 


$5.00—SPECIAL ONE MONTH TRIAL!—$5.00 


Enclosed find remittance of $5.00 for your complete service 
for one month. 


This will include Weekly and Semi-Weekly Bulletins and 
advice on my present holdings. 


1926 we ALSO | 












































How Shall I 
Reinvest My 
Money? 


66 HAT are the best types 
of bonds to meet my per- 
sonal needs?” 


“Will bond prices advance and 


interest rates drop—or_ vice 


versa?” 
| “Which bonds are now selling 
somewhat below their real value?” 





These are some of the questions 
that a serious minded person asks, 
when he considers the important 
problem of reinvestment. 


What are the answers? 


The July reinvestment. issue of the 

Southack & Ball Bulletin will give 
| you valuable information on these 
| questions. 


Sent free upon request 
Ask for F. W.-114 


Fred’k Southack & 
Alwyn Ball, Jr., inc. 
11 BRoaDWa: \EW YORK 


BowLinG GREEN 1410 


























‘QUICKLY BUILDS INCOMES 
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An enviable income can be 
quickly built by the occasion- 
al purchase of $100 to $1000 
First Mortgage Bonds, se- 
cured by income-paying city 
business property, independ- 
ently, conservatively ap- 
praised at practically 100 per 
cent more than amount of 
mortgage loan. Underwrit- 
ten and protected by Filer- 
Cleveland safeguards. Keter- 
ences: all local banks. Send 
coupon or write for “8% 


AND SAFETY” booklet. 


(Established 1915, Incorporated 1920) 






Chicago Buffal 


“New York 


‘The FILER-(LEVELAND: COMPANY 


1007 Bedford Bldg., Miami, Fla. 


~Miami 








60 





———— 


QEAL FSTAT 


BY C.M.HARGER 


Federal Regulation 


N recent newspaper reports appears a 
l history of a so-called mortgage com- 

pany which has been operating in the 
Interior and which has been considerably 
at odds with the blue sky authorities of 
several commonwealths, This company is 
one that sells certificates on an installment 
plan similar to a building and loan asso- 
ciation. The investor pays in a stated sum 
monthly and at the end of a given number 
of months is entitled to withdraw $1,000. 
The interest rate is high provided that the 
money is paid regularly and the payments 
maintained to the end of the term. But it 
was found that when investors who had 
paid in for a year or two years that there 
was no provision for withdrawal of any 
interest if the certificate was cashed in be- 
fore two years. As a result many who 
were unable to keep up their payments 
lost their interest and went to the courts 
in complaint. The courts could do noth- 
ing for them—they had failed to read the 
fine type at the bottom of the page when 
they signed. In addition it was claimed 
that the title of the company was mis- 
leading, it having a high-sounding appella- 
tion that indicated that it was backed by 
financial captains of great wealth. It has 
not been in operation long enough to de- 
cide its responsibility or willingness to 
meet the final obligation. It presumably 
loans the money on city property and re- 
ceives enough to make good its promises. 
The complaint is that its methods are cal- 
culated to mislead the investor and gives 
a false idea of the advantage of becoming 
a member of the certificate holding list. 


States Don’t Agree 


What has happened is this: In some 
states the blue sky board has refused the 
company permission to do business. In 
one state it was claimed that the com- 
pany had led investors to believe that it 
was selling them a real estate mortgage 
when in fact it was selling merely its 
certificate or bond. The surrender values 
were claimed to be misrepresented and 
there was no evidence of just what was 
done with the funds that were contributed 
by the investors. So the blue sky board 
refused permission to do business. In 
other states the blue sky boards said the 
procedure was within the bounds of good 
finance and permitted the company to go 
ahead and sell its certificates or bonds to 
its heart’s content. Either one state or the 
other was wrong. Either the company is 
doing business on a sound basis or it is 
not. It is an injustice to the: investing 
public of some states if it is wrong and 
there should be the same treatment to all 





investors and the same regulations for all 
the investing territory. 


Needs Larger Control 
In this case as in the case of other com- 


panies there is needed a larger control that 


will regulate the entire country. This can 
come only through federal control and 
regulation. If a company were compelled 
to get its permission to do business from 
a federal board there would be no chance 
for any local prejudice or pull and no op- 
portunity for holding one state’s approval 
as an argument that another state should 
allow it to do business within its bound- 
aries. Likewise the real estate mortgage 
company should have federal control. The 
government takes much care with the 
national banks. It provides for regulation 
of the federal land banks and the joint 
stock banks. Yet in competition with the 
land banks are mortgage companies that 
have no regulation whatever except what 
may be given by the charter board if they 
are incorporated. The charter regulations 
pertain only to the organization and have 
nothing to do with the conduct of the 
business. Here is a concern with millions 
of dollars in its hands each year, con- 
tributed by investors who see an oppor- 
tunity to gain a fair rate of interest from 
a real estate loan and believing in the 
safety of the investment. Yet it is in no 
sense subject to investigation, It may have 
capital and it may not. It may be man- 
aged honestly and it may not. One com- 
pany that was closed up recently after the 
president had skipped to Mexico—never 
having been caught—paid six cents on the 
dollar. It was rated as one of the strong- 
est mortgage companies in its state, but 
was a mere shell. The president absorbed 
the funds sent in and sent out falsified 
papers that misled the investors. One of 
these had $58,000, to which he has bid 
good-bye. Had this company been under 
regulation and subject to inspection it 
might have gone wrong a while but not 
for years. 


Getting Some Action 


Some effort has already been made to 
get the attention of Congress in this direc- 
tion and it is reported that several mem- 
bers have expressed their sympathy with 
the idea. But it takes action more than 
sympathy to get results and the coming 
campaign will offer an opportunity for 
pledging congressmen and_ senators to 
favor this plan for making more sound and 
secure the operation of real estate security 
issue. No bill has apparently been drafted 
that covers the matter, but one should be 
made ready and then given a chance for 
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discussion. The important thing is that it 
provide conditions under which co-lPay’es 
may be organized and then that thZ) -1all 
be regularly examined and _ authority 
given for the enforcement of regulations 
laid down by the government. The fed- 
eral reserve system is suggested as the 
basis for this work with a department set 
aside for the control of the real estate 
mortgage company. The examinations 
would care for themselves under a fee 
system that would pay the expenses. The 
reports would come under an official com- 
petent to determine the standing of the 
company. These are mere suggestions but 
the important thing is that there be effort 
made to secure federal rather than state 
control and regulation. There are grave 
reasons why the latter would prove in- 
efficient compared with that of the govern- 
ment. Some of these are apparent but there 
is one that especially applies to states that 
are now attempting to establish land loan 
systems after the style of the federal land 
bank. Some of these are in rather com- 
plicated shape. The Dakotas are especially 
in a mess. South Dakota has some $47,- 
000,000 in bonds out, and of the 12,000 
loans one-third are’ in default. It is un- 
likely that the state would adopt any firm 
system of regulating farm mortgage com- 
panies. To get states to agree is impos- 
sible and the effect would be that one 
state would and an adjoining state would 
refuse so to do with the result that its 
companies would operate generally and 
have the advantage of the concerns in 
states where the rules were strict. There 
could be given privileges that would be 
impossible for the regulated company and 
the investor who was seeking high rate of 
interest and not conversant with the mat- 
ters that were handled would be tempted 
to send in his money. The mortgage com- 
panies are generally operated on a plane 
of integrity and sound finance. The sound 
company could have no objection to the 
fullest investigation and undoubtedly these 
would give it their support if it were put 
in tangible form. The very fact that they 
were under federal control and regulation 
would act as does the federal reserve mem- 
bership in- helping the banks that are 
nationalized. They get from it a definite 
advertising value that is worth while and 
more than offsets the cost. The mortgage 
company that could advertise that it was 
under federal regulation would appeal to 
the investor and it would attract funds that 
now go into other securities than those 
based on real estate. The coming summer 
will see much discussion of this idea and 
the ability with which those who are in- 
terested in having a sound system of real 
estate financing from top to bottom con- 
duct it will decide how far the plan will 
get. Certainly there should be effort to 
secure federal control and regulation if 
anything worth while is to come of it in 
a long, long time. 





Well Pleased 
It has been a genuine pleasure to 
recommend your publication to many of 
my friends, some of whom have subscribed 
I am pleased to say. 
—l. H.-S. N. ¥. C 
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Southwestern Rails 
(Concluded from page 39) 




















balance sheet of Kansas City Southern 
showed some $25,000,000 of securities in 
course of acquisition on which around 
$19,000,000 was owing. Since then the 
road has sold $10,000,000 of bonds. These 
securities are presumed to be the control 
of St.  Louis-Southwestern (acquired 
from Rock Island) and more than 40 per 
cent of the common stock of M. K. & T. 
acquired privately and in the open market. 
If in order to add to these holdings the 
policy of New York Central is followed 
it is probable that when the Interstate 
Commerce Commission has approved of 
these acquisitions the Kansas City South- 
ern will make an offer to M. K. & T. 
and St. Louis-Southwestern stockholders 
on a favorable exchange basis. From 
a speculative point of view its common 
stock is selling further below previous 
high prices than the others in the south- 
western group and its earnings (adversely 
affected by drought conditions last year) 
promise to record a sharp gain during the 
coming months. 


With prospects for record-breaking 
earnings for the southwestern roads dur- 
ing the second half of 1926 and with nu- 
merous mergers nearing consummation 
we find a combination which in the past 
has resulted in higher market prices for 
rail stocks and which promises to do so 
in this instance. Investment in the south- 
western rails on a sound basis is possible 
in Atchison and Southern Pacific. For 
speculative investment St. Louis-San 
Francisco common and M. K. & T. pre- 
ferred (now paying $6 and entitled to 
$7) and the I. & G. N. unstamped 6 per 
cent income bonds appear to have the call. 
From the speculative viewpoint (giving 
due consideration to current market 
prices) Missouri Pacific preferred and 
common, M. K. & T. common and Texas 
& Pacific appear most attractive. 
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Simmons Profits Decline 
For the six months ended May 31 the 
Simmons Company reports a profit of 
$1,451,182, after depreciation and other 
charges, but before Federal taxes. This 
is equivalent, after 7 per cent preferred 
dividend requirements, to $1.24 per 


DEPENDABILITY 


Farm Mortgages are free from the 
dangers of inflation, deflation, inventory 
losses and all other incidental factors 
of business readjustment. 


We specialize in 


FARM | 


and are Loan Correspondents for a 
number of Life Insurance Companies in 
these States, who give preference to 


our offerings. 


The upward trend of land values is 
significant in adding additional strength 
to farm mortgages. 


Our offerings will meet your every 
requirement. From $300.00 upward. 


Write for particulars. 


The John A. Guthrie Mortgage Co 


Mortgage Bankers 
FORT SMITH, ARK. 
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For Investment or Speculation 
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share on 1,000,000 shares of no par com- 
mon stock. It compares with $2,010,- 
376, or $1.96 per share, earned on 911, 
601 shares of common in the first half of 
1925. 

Net sales of the company were $14,- 
120,061; expenses, $11,879,156; deprecia- 
tion, $579,601, and other deductions, $192,- 
122, After preferred dividends of $210,- 
738 and common dividends of $1,250,000 a 
deficit for the period remained of $9,556. 

“The decline in profits in the first 
half of this year as compared with last,” 
Z. G. Simmons, President, said “is 
largely due to an unusually large propor- 
tion of sales of low-priced, less profitable 
patterns, and to liquidation of inven- 
tories of old-style merchandise.” 


Spalding Dividend Cut 

The quarterly dividend on the common 
stock of A. G. Spalding & Bros. has 
been reduced from $2 to $1.25, placing 
the shares on a $5 annual basis. Reg- 
ular quarterly dividends were declared 
on the first and second preferred stocks. 

In an official statement by the com- 
pany the change was attributed to a 
desire to accumulate a larger undis- 
tributed surplus to provide for plant 
extension and furnish additional work- 
ing capital than has been possible under 
the $8 rate. 
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HE short week just ended, broken 
T up by the Independence Day double 
holiday, was an irregular affair 
the industrial issues showing the 
greatest activity. The prolonged upswing 
of prices met with the natural check of 
profit taking, and while there were a few 
new highs made, in general price swings 
were narrow and the average of gains and 
losses was about even up. 
Zieley 


with 


Processes was again favorite 
among the industrials. This stock, which 


sold at approximately 40 as recently as 
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PUBLIC UTILITY STOCKS 
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Write for list. 
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May, made a new top price at around 
100. Rumors are now being circulated 
that the “Processes” include a new method 
of soap making in addition to an improved 
manner of oil refining. Real information 
on this issue is not as readily available as 
are the numerous rumors, some of which 
are almost fantastic in their optimism. 


Johns-Manville shares scored a sharp 
gain with a later reaction but closed higher 
than last week. Revival of rumors to the 
effect that a split-up in the shares is likely 
to occur soon acted as a motivating in- 
fluence behind the buying in Johns-Man- 
ville. 

General Fireproofing was strong on in- 
formation that the sales had increased 30 
per cent during the past six months as 
compared with the same months last year. 

Other strong stocks included several of 
the cement stocks, headed by Giant Port- 
land, Casein Company, Rolls Royce pre- 
ferred, A. O. Smith, Remington Arms 
first preferred, Winchester first peferred, 
American Manufacturing and American 
Arch. 


The Bank Stocks 


Institutional shares were favored with 
buying of good character, reflecting the 
publication of the June 30 statements. 


The Chase National Bank, the second 
largest in the country since its absorption 
of the Mechanics and Metals National 
Bank, shows total resources of $931,650,- 
714, 
close of the previous quarter. 

This figure compares with $1,281,494,453 
for the National City Bank, which still 
maintains its lead as the country’s only 
billion-dollar bank. Deposits of the Chase 
National of $813,425,869 compare with 
$963,554,075 for the National City Bank, 
which recently had its total swelled by 
consolidation with the Peoples Trust Com- 
pany of Brooklyn. Deposits of the Chase 
National increased from $792,298,936 at 
the close of the first quarter of the year. 


The statement of the condition at the 
close of business June 30 of the Equitable 
Trust Company of New York, which in- 
cludes figures from its foreign offices, 
shows total resources of $512,705,332, the 
largest yet reported by this institution. 
Surplus and undivided profits were $21,- 
468,392, and deposits, $408,479,024. Lia- 
bilities give effect to the recent increase 
in capitalization from $23,000,000 to $30,- 
000,600. 

A dividend of 10 per cent, in addition 
to the regular quarterly distribution of 25 
per cent, was declared by the directors of 
the Union Trust Company of Pittsburgh. 
These dividends are the same as paid in 
the preceding quarter. The Union Trust 
is controlled by interests close to Andrew 
W. Mellon, Secretary of the Treasury. 


compared with $918,915,628 at the. 


Trading in bank issues was featured by 
a sharp setback in Bank of America 
shares. The weakness was due to the 
court decision upholding the voting trust, 
the decision rendering futile any imme- 
diate efforts to purchase control in the 
open market. 

Public Utility Stocks 


The utility shares showed a continued 
demand for the investment stocks, with 
the speculative issues creating little de- 
mand. 

Southeastern Power and Light continues 
to show the favorable effects of the rapid 
development in its territory. 

For the twelve months ended April 30 
net income was $4,601,762. Gross earn- 
ings were $19,883,733 and other income 
$1,672,959. Expenses, depreciation, totaled 
$9,970,368, and interest, amortization, etc., 
$6,984,562. After preferred dividends of 
$288,545, a surplus remained of $4,313,217, 
indicating the large margin over these re- 
quirements. The surplus is about one 
million dollars more than was reported for 
the twelve months ended December 31, 
1925. 

United Light and Power Company, for 
the twelve months ended May 31, reported 
a surplus available for depreciation, 
amortization and common stock dividends 
of $6,394,713, after deductions of Class 
A and Class B preferred dividends. The 
gross income of subsidiary companies 
totaled $39,895,220, of which United Light 
and Power’s portion was $11,439,932. 

The Mohawk-Hudson Power Corpora- 
tion, a recent merger of power develop- 
ment concerns in Eastern New York, con- 
tinues its extensive expansion program 
and this week was authorized by the 
Public Service Commission to acquire 
more than 10 per cent of the. stock of 
the Eastern New York Utilities Corpora- 
tion, which serves municipalities in Rens- 
selaer and Columbia Counties. The cor- 
poration contemplates building up an elec- 
tric road operated by the Utilities corpora- 
tion by establishing bus feeders. 

The Utility Shares Corporation has ex- 
ercised its option on 30,000 shares of Com- 
monwealth Power Corporation common 
stock and a corresponding number of op- 
tions for the purchase of additional shares 
at $10 a share, expiring December 1, 1927. 

Since organization, 15,000 shares of its 
participating preferred stock have been ac- 
quired at prices equivalent to $16 a share 
and accrued dividend and retired. 

Surplus account covering the period 
from organization to June 30 last, shows 
dividends received totaled $64,147, and in- 
terest received $11,355. Net profit from 
the sale of securities was $18,758. Net in- 
come, after expenses and taxes, was $89,- 
656, and surplus, after participating pre- 
ferred dividends, $78,827. 
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Curb Market 


Trading on the Curb was exceedingly 
quiet and lacked all evidence of any 
definite trend. As a group, some of the 
low priced oil issues were the most active, 
but price changes, where they occurred, 
were fractional. 


Cut in the price of tires by the rubber 
companies, including Goodyear Tire & 
Rubber Co., from 10 to 20 per cent on 
tubes and 10 per cent on casings, had an 
apparent reflection in the action. of the 
stock, which sold off sharply in spite of 
the generally favorable situation of the 
motor business in the first half of the 
year. 

The Consolidated Laundries Corpora- 
tion is contemplating a 2 per cent annual 
stock dividend in addition to the regular 
$2 cash dividend. The proposed stock 
dividend is in line with the policy of many 
other corporations which have adopted the 
practice to improve their cash position. 
Directors of Consolidated Laundries are 
expected to authorize the initial stock divi- 
dend at a meeting early in July. 

The Borden Company stock was strong 
on a dividend of 25 cents per share in ad- 
dition to the regular quarterly dividend of 
$1 on the common stock. This marks the 
third successive time the 25 cents extra 
has been declared. 

Standard Oil of New York and Con- 
tinental Oil were the most active of the 
dividend-paying domestic oils, while Carib 
Syndicate showed the largest volume of 
sales among the tropical shares. Reiter- 
Foster was favorably influenced by an- 
nouncement of a contract with Humble Oil 
and Refining for construction of a casing- 
head gasoline plant in Texas. 

There was little sign of the activity in 
the lower priced utility issues which was 
so marked during the latter part of last 
week, though a firm undertone was quite 
apparent. The largest gain was made in 
Brazilian Traction & Light, a usually in- 
active issue, which advanced to a new 
high. Other strong utilities included Con- 
solidated Gas & Electric of Baltimore, Na- 
tional Public Service “A” and “B,” Elec- 
tric Bond & Share, Illinois Power & Light 
and United Gas Improvement. 

Alabama Great Southern Railroad, 
one of the few rail stocks on the Curb, 
advanced to a new high on favorable re- 
ports of current earnings. 

Radio shares were heavy on the con- 
tinuance of a slow trade for these com- 
panies. 

Tickers of the Curb Exchange started 
printing sales in Toronto this week, mark- 
ing the first time the service has been 
installed in operation in a Canadian city. 
Toronto is also the tenth out-of-town city 
to receive the continuous curb quotations. 
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Power Earnings Gain 

Net earnings after preferred dividends 
and retirement reserve of $2,837,088 in 
1925 were reported by the Commonwealth 
Power Corporation. This compares with 
net earnings of $2,477,298 in 1924. Gross 
earnings in 1925 were $44,174,863, against 
$39,314,809 in 1924. These figures give 


July 10, 1926 











DIVIDENDS DIVIDENDS 
American Light & Traction Co. 
snetaeimaieiiiinetaaeins Associated Gas and Electric 
The Board of Directors of American Light 
& Traction Company, at a meeting held Company 


July 6, 1926, declared a CASH DIVIDEND of 
1% per cent. on the Proferred stock, a CASH 
DIVIDEND of 2 per cent. on the Common 
stock, both payable August 2, 1926, to stock- 
holders of record at the close of business 
July 16, 1926. 

The Transfer Books will close 
P. M. July 16, 1926, and will reopen at 10 
o’clock A. M. July 30, 1926. 


JAMES LAWRENCE, Secretary. 


at 3 o’clock 





INTERNATIONAL PAPER COMPANY 
New York, June 30th, 1926. 
The Board of Directors have declared a 
quarterly dividend of Fifty Cents (50c) a 
share on the Common Stock of this Company, 
payable August 16th, 1926, to Common stock- 


holders of record at the close of business 
August 4th, 1926. 
Checks will be mailed. Transfer books 


will not close, 
OWEN SHEPHERD, Treasurer. 





THE BORDEN COMPANY 
Common Stock Dividend No. 66 
The regular quarterly dividend of $1.00 per 
share and an extra dividend of 25 cents per 
share have been declared on the outstanding 
common stock of this Company, payable Sep- 
tember 1, 1926, to stockholders of record at 
the close of business August 16, 1926. Books 
do not close. Checks will be mailed. 
WILLIAM P. MARSH, Treasurer. 





MIAMI COPPER COMPANY 
61 Broadway, New York 
July 6, 1926. 
DIVIDEND NO. 56 
The Board of Directors of Miami Copper 
Company have this day declared a dividend 
of twenty-five cents (25c) per share for the 
quarter year ending June 30, 1926, on the 
capital stock of the company, payable August 
16, 1926, to stockholders of record at the close 
of business on August 2, 1926. The transfer 
books of the company will not close. 
SAM A. LEWISOHN, Treasurer. 





WEST PENN RAILWAYS COMPANY 

New York, N. Y., July 7th, 1926. 
At a meeting of the Board of Directors 
of West Penn Railways Company held in New 
York City today, quarterly dividend No. 37 
of one and one-half (1%%) per cent was 
declared payable upon the 6% Cumulative 
Preferred Stock of, the Company on Septem- 
ber 15th, 1926, to stockholders of record at 
the close of business on September Ist, 1926, 
being for the quarter ending September 15th, 

1926. Cc. F. KALP, Treasurer. 
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AMERICAN WATER WORKS AND ELEC- 
TRIC COMPANY, INCORPORATED 
The regular quarterly dividend of 1% per 
cent on the 7% Cumulative First Preferred 
Stock of the Company for the quarter end- 
ing July 27, 1926, has been declared payable 
August 15, 1926, to stockholders of record 
at the close of business on August 2, 1926. 
The regular quarterly dividend of 1% per 
cent on the Common Stock of the Company 
has been declared August 16, 1926, to Stock- 
holders of record at the close of business 

on August 2, 1926. 

An additional dividend of 2% per cent on 
the Common Stock of the Company has been 
declared payable on August 16, 1926. in Com- 
mon Stock at par, to common stockholders 
of record at the close of business on Aug- 


ust 2, 1926. 
W. K. DURBAR, Secretary. 
New York, July 7, 1926. 








effect to the earnings in the full two-year 
period resulting from acquisition of the 
Tennessee Electric Power Company. 


Sales of electricity totaled 68.34 per 
cent of the gross earnings in 1925, against 
67.53 in 1924; gas sales, 15.18 per cent., 
against 14.19 per cent; transportation, 
10.75 per cent, against 12.17 per cent, and 
heating, water and coal, 5.73 per cent, 
against 6.11. Sales of electricity were 
1,277,370,522 kilowatt hours, against 1,- 
005,855,275 in 1924. Sales of gas were 
5,210,973,900 cubic feet, against 4,337,- 
707,400. 

The balance sheet shows current assets 
of 20,478,707 and current liabilities of 7,- 


969,731. Total assets were 284,802,681 
Dec. 31. 





61 Broadway, New York 


The J. G. White Management 
Corporation, Managers. 


Dividend—Class A Stock 


The Board of Directors of Asso- 
ciated Gas and Electric Company has 
declared the quarterly dividend pay- 
able August 2 on its Class A Stock 
to holders of record at the close of 
business June 30, 1926, at the rate of 
2%% of one share of Class A Stock 
for each share helc, or 10% per 
annum. 


At this rate the stock dividend is 
equivalent to $25 per share for the 
Class A Stock as compared to the 
present market price of about $29. 


Stockholders may also purchase or 
sell sufficient scrip to make full shares 
at the rate of $1.00 above or below, 
respectively, the sale price of Class 

Stock. 


M. C. O’KEEFFE, Secretary. 
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THE BELL TELEPHONE COMPANY 
CANADA 


NOTICE OF DIVIDEND 


A dividend of two per cent (2%) has been 
declared payable on the 15th July, 1926, to 
shareholders of record at the close of busi- 
ness on the 23rd June, 1926. 

W. H. BLACK, Secretary-Treasurer. 
Montreal, 26th May, 1926. 


OF 





THE PACIFIC TELEPHONE AND TELE- 
GRAPH COMPANY 

Notice of Dividend on Preferred Stock 

The regular quarterly dividend of One 
Dollar and Fifty Cents ($1.50) per share on 
the Preferred Stock of this Company will be 
paid on Thursday, July 15, 1926, to stock- 
holders of record at the close of business on 
Wednesday, June 30, 1926. 

T. V. HALSEY, Secretary. 
San Francisco, June 3, 1926. 





THE WEST PENN ELECTRIC COMPANY 
New York, N. Y., July 7, 1926. 
The Board of Directors of The West Penn 
Electric Company has declared the quarterly 
dividend of one and three-quarters (1%%) 
per cent on its 7% Cumulative Preferred Stock, 
for the quarter ending August 15, 1926, pay- 
able August 16, 1926, to stockholders of rec- 
ord at the close of business on August 2, 1926. 
W. K. DURBAR, Secretary. 


f. 
' 











Pacific Gas and Electric 
Company 
Dividend Notice 
Common Stock Dividend 
No. 42 
A regula. quarterly aividend ot 
$2.00 per share upon the Common 
Capital Stock of this Company will 
be paid by check on July 15, 1926, 
to shareholders of record at close of 
business on June 30, 1926. The 
Transfer Books will not be closed. 
A. ». HOCKENBEAMER 
Vice Pr :sident and Treasurer. 
san Francisco, Caliform : 
Tr § 














AwericaN TELEPHONE AND TELEGRAPH COMPANY 
BELL SYSTEM 
147th Dividend 

The regular quarterly dividend 
of Two Dollars and Twenty-five 
Cents ($2.25) per share will be paid 
on July 15, 1926, to stockholders 
of record at the close of business on 
June 19, 1926. 


H. BLAIR-SMITH, Treasurer. 
63 


























Weekly Business and Financial Summary 
oo features of this page elaborated and interpreted in the “Trend of “Things.”) | 
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Average Stock Prices Week’s Sales 
1926 1925. Sales of stocks listed on New York Stock Exchange (in . 
July 7 June30 June23 July 8 number of shares), July 7, 1926: Week's Sales—Thursday, 
23 Railroads 111.31 111.16 109.86 rey 1 1,673,430 shares; Friday, 1,376,780 shares; Saturday, holiday, 
18 sa eahonn ae sa tds Nir diet 128.40 137.93 o7 11 carae Monday, holiday; Tuesday, 1,275,845 shares; Wednesday, 
s SS) ne 2 oe ees we. wide wi. wisdié 5 sh < —] 
41 Combined .......... 119.44 119.02 118.12 106.74 rare eee 
SOON Ca Sia ies we 28.10 28.84 28.78 28.10 — ——- 
—1926——, NAME of STOCK oud — 
; . Last This 
Bond Dealings, Jan. 1 to Date High Low Week Week 
1926. 1925. 1924. 98 89 Am. Mor. Pr. 7% pt.. 99 90 
U. S. Gov. bds.. $160,537,650 $206,108, 260 $551,781,995 119% 90%, Amer. Locomotive ., 104% 104 
Other dom. bds. 1,157,378,500  1,375,399,375 1,101,421,350 150% 1395 Amer. Tel. & Teleg... 140 141% 
Foreign bds. 348,520,350 386,058,000 259,394,200 120% 110% Amer. Tobacco B... 116% 119 
51 41% Anaconda .......... 47% 47% 
Total all bds. .$1,666,436.5 oy ECE fOr = 25% 13% Armour A .........- 15% 15% 4 
ota a ds. .$1,666,436,500 $1,967,565,635  $1,912,597,545 140% 122 Atch. Top. & San Fe.. 138 137% 
: s 136% 92% Baldwin Loco. en 115% 177% ; 
Weekly Business Indicators 96%  §3% Baltimore & Ohio 94% 95% F 
Federal Reserve Reports 92% 86 Bush Term. deb. ... 92 seg § 
($,000,000’s omitted) 69% 57% Cerro de Pasco .... 65 65 : 
Week 140% 112 Chesapeake & Ohio.. 138% 143 
Sine on Tear 81% 65% Chic. & N. W. ...- 74% 13% 
16, 1926 23, 1926 Ago 60% 40% Chic. R. lL & gl 55 55% 
re —— iz 3% Isl. 6% pf.... 87% 87 3; 
Bank debits—New York......... 5,975 5,903 5,855 .. = ee ar = . 
Bank debits—Outside of N. Y..... 12,943 12.793 12,181 106% «=6$3_ 0 Comentidntet Gas .-- - =, 
Total loans and discounts ..... 14,055 13,946 13,205 2S SS on rs ef ta edn 
Net demand deposits .......... 13,130 12,901 12.725 ss ee ee. _— +4 cco 
Sees GOOD ...o.c000cccuces« 5,604 5,608 5,188 2% 166 ome See oes — 
: : r 875% 79 General Electric 85% 86% 
151% 113% General Motors .... 146% 149% 
+ 55% 51 Gen. Outdoor A ..-. 53 53% 
. ’ S418: , 192 785 68% Great Northern = 13% 74% 
Bank clearing—New York ...... 5,439 5,840 6,383 3 17% Hoe (R) & Co. A ae 23 24 
Bank clearing—aAll other 3,443 3,524 3,613 48 % 40 Household Products. 44 43% 
: 4 40 35 Hudson & Man. .... 38% 381% 
Monthly Business Indicators 58% 49% Kennecott Copper 54% 54% 
1926 1925 40% 27 BEEN 65 vs bse 0's 37% 37% 
, 135% 117 N. ¥. Gonteal «..... 132% 131% 
April May May be 
Steel Ingot Prod. Thous. long tons. 4,124 3,945 3,435 a =" a9 
Pig Iron Prod. Thous. long tons .. 3,439 3,480 2,933 76% 65% elgg yc : es 735, 
Unfilled Orders U. S. Steel Corp. 36% 56% Pan-Amer. Petrol. 13% 13% 
Thous. long tons ............ 868 3,649 4,050 s Ss See me. DS. ---+s>° 56% c% 
Building Oentenate (F. W. Dodge 55% 48% Pennsylvania R. R.. =o% 53% 
Corp.) $,000°'S ..-.-...ceeee- ..571,807 549,815 505,830 100 67 Pere Marquette 95% 99% 
Mail Order Sales (2 Co's) $,000's.. 38,841 33,724 297529 . oP fs ae 
Magazine Advertising $,000’s lines 2,620 2.571 2,392 i SS es? ‘ 
Electric Power Output Mill, 3 k.w. 105 % 96% Southern Pacific aoe 306% 
le iN tent A ORT RIAD 5,150 5,785 5,189 136 103% Southern Ry. ..-.-- “es _* 
Pass. Auto Production (U. S.)....382,634 371,595 366,197 — 2. — 1 Bi i <i cee im 
A Truck i oe Eee 5 > 
uto Truck Production (U. ) 50,305 48,082 43,830 156% 141% Union Pacific ...... 155% 155 
May can waste 109 101% U. S. Rub. 8% pf... 106 106% 
i , 144 117 Tee oS ee ae 142% 141% 
Business failures (Dun’s) ...... 1,730 1,708 1,745 _ SEU Webadhh ..occccc.csss 47 47 
Souree of Data: Dept. of Commerce Report 78% 68 Wabash A pf. . - 75 75% 
Pp e ees 79 lo 65 Westinghouse Mfg. 68% 68% 
— Total Brokerage Loans i ype of Reserves 
(Member Banks of Federal Reserve ~ th all percentages computed on 
June29 Year Ago System) e basis introduced by the Reserve 
1936 Board on March 13, 1921, the high- 
Sterling $4.86 ps $4.85 % oe, eee TTT re $3,141,125,000 est and lowest reserve percentages of 
F ieee eget ‘ they Pe. Bo cesaeanevsuenwee 3,091,997,000 the Federal Reserve system compare 
- Franc ...... -59% 4.69% Mar. B vsccccesveveeves 3,048,392,000 as follows: Low 
Lira .........+. 3.33% 3.69 NES, Ge Oe ine Sey 2,487,352,000 TT 76.0 June 23 70.2 Jan. 6 
Belgian Fr. 2.50% 4.61% ES REE ES ER Rig SE 2,489,391,000 1925 ......78.8 Jan. 21 66.1 Dec. 23 
Holland ....... 40.13% 40.04 See WE ch carhe eeeecee 2,492,849,000 1924 .-83.7 Jan, 21 170.5 Dec. 24 
ES ee 14.125 14.125 eS Serer ree rr rer 2,474,175,000 ERED 22sa0% 78.2 July 25 71.2 Jan. 6 
Denmark ....... 26.50 20.47 Pe cane oesesesceeee 2,517,410,000 |. aa 36.1 Aug. 9 71.1 Jan. 3 
ane, ... nsx 23.81 23.80 ee a eee 2,532,898,000 BORE cn saws 76.1 Deo, 17 46.4 Jan. 7 
Norway se A! ie 21.95 17.76 Be, BO cébededovsanveness 2,565,177,000 The reserve percentages of the 
OS RRR 15.43 14.54 Mow York Reserve Bank compare os 
Sweden 26.80 26.82 Car Loadings ante High Lo 
Switzerland ..... 19.35% 19.40% 1926. 1925. 1924. Tee ae 88.2 yen 21 74.6 July “| 
“ee | a eee 15.81 11.06 Jun. 26....1,062,252 991,341 908,257 1925 ......85.5 July 29 69.6 Feb. 25 
‘Co Sea ent ae 12.05 11.71 Jun, 19....1,043,720 984,583 903,546 SORE: vcxcxe 91.5 May 21 70.8 Oct. 10 
Canadian Dollar.100.09 100.00 Jun. 12....1,060,214 982,809 909,982 1923 ...87.6 Jan. 25 75.0 Jan. 3 
June. 5 945,954 994,874 910,793 1922 ..89.6 Jan. 25 79.3 Jan. 4 
May 29....1,081,164 920,514 820,551 1921 ......84.1 Sep. 21 85.6 Feb. 4 
Crude Oil Production Money Rates Commodity Prices 
Daily Average Pl NE iis vcivncesenscs 4% % “—* “a.* 
(Figures in barrels) Time LOanB ......ccccwsece 4%% Wheat, No. 2 red....$1.73% $1.75% 
ye = Commercial Paper ......... 4% ag No 3 No. 2 yel.. .90% 1.27% 
2 a : e, No. 2 white 1.09 % 1.091 
Oklahoma ........ 458,450 445,100 N. Y. Rediscount Rate ...... 3% [% rodrod No. 2 white .... oe ‘° 
NS eee 109,350 100,100 Bankers Acceptances ...... 3% % Fl. std. Spg. pat.s8. sse2. 75 8.75 z 
North Texas ...... 137,000 86,200 Bar Silver, London 305 % Coffee, No. 7 Rio -20 119% 
East Cent. Texas . 52,050 107.600 pacar. « <ceigie a cle ital rar Sugar, granulated .... .0560  .0560 
West Cent. Texas . 87,650 92,900 Bar Silver, New York ...... 65 2c Iron 2X Phila 23.50 23.00 
Southwest Texas .. 38,750 48,100 Steel billets, Pitts. ..35.00 35.00 
North Louisiana 60,300 51,850 London Market Bae asses ah a Scale 8.30 8.20 
PN aah ppc sae 163,650 261,050 ; . Ror 5 
Gulf Coast ...... 101,050 101,250 sietgaelccneragpevaba tas alicub-witi Zine, E. St. L Pa + vis 
Eastern .......... 105,000 104,000 short bills at 4% por cont; three- Tin. 62.25 57.70 
Wyoming ......... 72,600 72,300 month bills at 4% per cent. Cotton, mid. upland..18.55 24.65 
esto ceececeece et Byres Gold bullion at 84s 11%d. Bullion Printcloths .......... 04% 06% 
New Mexico. 4,850 3,100 withdrawn from the Bank of Eng- Stior, anor Coe ae 98 
California ........ 610,400 661,500 land for shipment, £5,000 to Holland, EE oc scenenass ame 122 
£12,000 to Spain and £7,000 to India. Crude oil, mid-con. 33 
Total ............2,038,450 2,152,350 to 33.9 grav. ...... 2.05 1.80 
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DIVIDENDS DECLARED 
= 
Q July 20 


Company 
Abitibi Power 
Ailis Chambers 
Am, Cigar 
Am. Chain 

a Ce neegltas cognates 
American Glue pf. 
Am. Lt. & Trac. 

Re <sicutbrdere mavens 
Am M. & Fdy. pf. 
Am. W. Wks. & Elec. ... 

BUR.) no. dunce qauansaceevatpuccsan ete 

(Mh: MN ccc sacasecumintaesssanceneee 
Archer Daniels Midland pf. 
Ariz. Com’! Mining 
Atlantic Bof'e Of. ...c...<nccsecas 
Blige. Hart. Carpet 

> ean 
Borden Co. 

Do 
Briggs a 
Brown Shoe pf. 
Christie Brown, 

Se (Ac si ncnuathoebaneeteudneoaaeauaed 
Columbian Carbon 
Cuba R. R.. pf. 

Do pf. 
Qullet Co 

|) 2 aoe 

Do 2nd pf. 
Cuyamel Fruit 


& Pr. 





Ltd. 





Diamond Match 
East. Shes. St.. By of. «....... $3 
CS a eee $ 
Kiec. Refrigeration am 
1% 
Exchange Buffet ...................374%2¢ 
Firestone T. & Rub. ........ $1.50 
Se a Sp ens 1% 
at iy i A on eReeeee 
Fisher Body Ohio sesereeedeDO 
Franklin See (instal shares) 1% 
Do (savings shs)  ........0... 1% 
| a > a a a ema $1 
a NE ARS aioe re EE $1.75 
ee Sd acs $1.75 
Gen. Development ..................+. 25¢ 
Gwussard (H, W.) Co. pf........ 1% 
ss Lo cajasesasacacesiatenns 3% 
acriminn. TARR winsccesiscscncescceerse 5 
liercules Pow. pf. 1 
Do 





Hiomestake Mining 








Horn & Hardart (N. Y.) ...... 37% 
PRS: RENE ib hccsvscas a -cosecvaneoate 25c 
lil North Util pf. -$1.50 
Indiana Flooring ................ 37 4c 
int. Giser MMO. © ..ccccsesce $1.00 
Interstate Railways ................ 30c 

Do pidesictna a 12% 
Rawr. 430 (Be OR ekckcncisacace 75¢ 
Keisey Wh. Co. pi. Sorekaunie $1.75 
ca) oa a i : re | 
Mercurbank of Vienna (Aus- 

MON, Ste on tcr eee 381% 
Mimi. COE ccs icickcesninseossesee 25¢ 
Mitler (G. L.) & Co. part pf ..2 
Moon Motor Car. .... socessd OC 
Nat. Dent. St. ist pl. .<....<. 1% 
Natl Biec. Power A. «..-<.-..... 745e 
Neis Bros., Ine., pf. .... $1.75 
Nor; @nt. Gf: & B3. .$1.00 

a: Saree , 3 
Packard Motor Car 

Do bs 

ARE Rete tia ee een oy 

BO) 5. Sc vemssienteeree 

Do i aad 
Pathe Exch A .............. 

EE Ser ere 
Peninsula Natl Bank 

a a ee: 2) eee 

Re ee 
salt Creek Prod Assn 

a 
Savannah Sugar ............-.-..- 

SE ROR ose ayes oe 
Sears, Roeb’k & Co. maa ‘ 
Sheil Transport & Trading (Am. 

Shares) ns ee Bee $1.2 
Simons Co., pf scabenics- sete 
RN: TO Qu ds ncosaateacsssecsvaceneiead 50c 
Bowtie: Del: C0. Bo.cccsc<c5 ccs. 50¢ 
Standard Pow & L. Co. pf. 

GEER. Giccdzeenncaee $1.75 
WEEE: BURGE: © i csscessaccnscensecccsceaeet 60c 
Tenn Elee. Pw. 6% pf. 


Do 7% pf. 
Do 7.2% pf. 
Do 6° pf. ane 
ee ee  iacscsieneeeie 
TE) i ee ae ee eae 
Do 7.2% pf. 
Do 7.9 % pf. 
Do 7.2% pf. 
Do 2d pf. 
Lnion Trust 
DS scccacavansnccvyenancd 
U. §, Baber OE. <....-..scenccae 
Univ. Pipe & B pf. ............ 
Se reece 
West Penn Elec. 
West Penn Rys. pf. ..........0« 
Worcester Elec Lt. 
Yale & Towne 
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To Keep You Informed 


VERY week we list in this column instructive booklets, circulars, 
periodicals and special letters pertaining to investment and other 


timely subjects which we believe are of interest and benefit to our 
subscribers. 


Upon request and without obligation, any of these listed below will 
be sent free, direct from the houses by whom issued. 


Kindly send request to CurRRENT LITERATURE DEPARTMENT, 


THE FINANCIAL WorLD, 53 Park Place, New York, N. Y. 


Unique Investment Periodical—Published monthly and mailed regu- 
larly to bond buyers without charge. Contains instructive editorials, 
chatty news items, illustrated parables, pertinent pointers, advisory 
questions and answers, special service bulletins, current security 
offerings, and other features of pleasure and profit to its readers, 

“Power and Light”—This is the title of a booklet recently published by 
one of the oldest investment firms in the United States. It covers 
a number of points on public utility financing and describes some 
of the larger companies in this country. 

Concentrated Real Estate Activity—A firm having forty-four years’ 
experience in real estate activities in New York, has prepared a 
series of booklets on First Mortgage Real Estate bonds which lay 


special stress as to their appeal to investors for stability of yield 
and investment. ° 


What Every Security Holder Should Have—A New York Stock Ex- 
change house has issued a “Customer’s Securities Record Book” 
which is well worth sending for. 

“Shares in America”—A booklet of 20 pages well written and explain- 
ing in an understandable manner the method of obtaining a wide 
diversity of investment holdings in 24 standard dividend-paying 
railroads, public utilities, industrials and standard oil stocks. 

“Ten-Minute Attention’—A New York Stock Exchange firm issues a 
weekly which contains a condensed, but inclusive, summary of 
important events of the week affecting the financial and commercial 
world. Busy people will appreciate this efficient way of keep- 
ing posted with expenditure of very little valuable time. 

The Formula for Wealth—This booklet contains 12 pages of sound 
advice and is well worth reading, It illustrates in a plain and un- 
derstandable way how wealth and independence can be attained by 
following Jim Forbes’ plan. 

Standard Oil Issues—A house specializing in Standard Oil Securities 
issues a weekly summary pertaining to available information on 
these and other miscellaneous oil securities and will gladly mail a 
copy on request. 

“Diversification and Vigilance’”—An interesting discussion of this sub- 
ject, profitable to any investor, showing the methods employed by 
large institutions and their investment problems, has been prepared 
for distribution by a large investment banking house. 

Record of Investments—A folder (pocket size edition) which enables 
you to record separately each of your security holdings, date of 
purchase, maturities of bonds and notes, shares of stock, cash 
invested in each security and other data, such as you wish to refer 
to frequently, may be had upon request. 

“A Science in Dollars’—This is the title of a booklet published by a 
prominent service as a guide to investing profitably in listed stocks. 

“For Income Builders”—This booklet describes a practical Partial Pay- 
ment Plan, whereby sound securities may be purchased through 
monthly payments of as little as $10. Shows how permanent, inde- 
pendent income may be built through the systematic investing of 
small sums set aside from current earnings. 

Trading Methods—A 24-page booklet issued by a New York Stock 
Exchange house containing a brief explanation of the many differ- 
ent operations pertaining to stock market trading. 

“Why Estates Shrink”—The amount of taxes your estate must pay 
depends largely on-the type of investments you hold. This book- 
let “Why Estates Shrink” outlines this information in detail. 

Monthly Investment Quotation Sheet—A listing of New York bank and 
trust companies, industrial, public utility, sugar and tobacco com- 
panies’ stock quotations showing dividend rate, bid and asked 
prices, compiled by a well-known firm of brokers. 

A Permanent Investment Policy—At times when investments in gen- 
eral sell at favorable prices it is only necessary to know what to 
buy. In other periods the.soundest securities sell far too high for 
conservative investment. This booklet, “A Permanent Investment 
Policy” explains a plan of what to buy and when. 

Keeping the Investor Informed—By publishing its “Monthly News” a 
prominent firm of investment bankers keeps its clients informed 
of the status of their holdings. The eighty-page pamphlet is worthy 
of careful reading. 

What Bonds Should You Buy?—One of New York’s largest trust com- 
panies has recently issued an Investment Memorandum, outlining 
a plan which will enable them intelligently to suggest from hun- 


dreds of investments those bonds offering distinct advantages to 
you. 
































bring you any or all—free. 
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We believe the three booklets shown below are of excer- 
tional interest to individual investors. This coupon will 


Please send me booklets as checked #1 { 


Also include your latest bulletins telling what action is best now 
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26% Average Annual Profit 
For Nine Years 




















This COUPON 


Will Lead to Investment Success 
An Established Posztton and Economic Freedom 


Wt are stressing the importance of this coupon at 
once, so that we may more quickly come to the 


point. It is not our purpose in the short space of this ad- 
vertisement to attempt to cover so broad a subject as in- 
vesting. So, we are asking you to return this coupon to us 
now, because it will put you in possession of facts of the 
utmost importance to any man or woman in a position to 
invest money, who wishes to derive the highest possible 
profit from that money without sacrificing safety. 


This coupon will bring to you by return mail any or all 
cf cur special booklets, ‘26% Average Annual Profit’, 
‘*What is an Economic Service?’’ and ‘‘Consistent Invest- 
ment Success’’. These booklets will show you how an 
investment factor that has been invaluable to other inves- 
tors for 22 years can be equally invaluable to you today. 
They will show you how the remarkable income of 26% 
on invested capital has been secured by others for a period 
of years and they will show, too, how you can partici- 
pate in the extra margin of profit enjoyed by investors 
who are guided by the Brookmire Economic Service. 


Organized For Investors 

Brookmire’s is an organization of trained economists, 
whose time is devoted exclusively tothestudy of economic 
trends and problems of investment. Individual advice and 
personal consultation on specific subjects form an essential 
part of the service freely available to subscribers. Brook- 
mire clients receive weekly, fortnightly and monthly 
bulletins containing definite investment suggestions and 
other essential information. Brookmire clients are at all 
times posted on current trends, economic developments 
and investment opportunities. All this, in addition to 
personal attention to individual requirements. 


Success That Depends On Success 


The success and reputation of the Brookmire Economic 
Service is closely linked with the success of the clients it 
serves. For 22 years the service has grown because those 
who have used it have prospered. As a consequence we 
are prepared to make this statement; mo intelligent investor 
who follows the advice contained in the Brookmire Economic Ser- 
vice can fail to derive a substantial advantage from it. 


Therefore The Coupon 


Hence the importance of this coupon. It will bring you any or all of the booklets mentioned above. The booklets will show 
what our service has done for others, what it is doing today and what it can do for you. Such a method, designed to 
increase your investment success, is too important to be neglected. It can lead you to greater economic freedom and to a 
happier, fuller life if you will only let it. Mail the coupon now. It is the first step to a larger investment future. 


BROOKMIRE 


ECONOMIC SERVICE INC. 
570 Seventh Avenue (Cor. 41st St.) New York 








